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TUESDAY, NOVEMBER 10, 1959 


Hovuset or REPRESENTATIVES, 
SuBcoMMITTEE No. 5 on Disrrisution PRoBLEMS 
OF THE SELECT ComMirree To Conpuct Aa Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BusINEss, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 9:30 a.m., in room 
308, U.S. Post Office Building, San Francisco, Calif., Hon. James 
Roosevelt (chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt, Steed, Brown of Missouri, 
Moore, and Avery. 

Also present: Everette MacIntyre, general counsel; Jane Hicks, re- 
search analyst; Brooks Robertson, analyst. 

Mr. Roosrvetr. The committee will be in order, please. 

The first witness this morning will be Mr. Ralph A. Nemanick, 
from Watsonville, I believe. 

Mr. Nemanick, before you sit down, would you raise your right 
hand ? 

Do you solemnly swear that the testimony you are about to give be- 
fore this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Nemanick. I do. 


TESTIMONY OF RALPH A. NEMANICK, WATSONVILLE, CALIF. 


Mr. Roosevett. We want to welcome you to the committee. We ap- 
preciate the fact that you came back this morning and stayed over. 

Mr. Nemanick, I understand that you are a grower and also a ship- 
per: is that correct ? 

Mr. Nemanick. No; at the present time I am neither. I have been 
within the industry for the past 35 years, and I have concentrated on 
lettuce for a good many years. My most recent project was bringing 
what is termed the summer-head lettuce industry of California to- 
gether under a State marketing order, which they have tried to do for 
a many years. We finally succeeded. And at the moment I am, 
let’s say, vacationing, after an ordeal of 7 months. 

Mr. Roosrvett. Do you have a statement you would like to make 
to the committee ? 

Mr. Nemanick. I do; I have copies here. 

Mr. Roosevett. Mr. Nemanick, won’t you proceed, sir? 

Mr. Nemanick. Yes, sir. 

To evaluate the present and potential effects of the concentration 
of economic power at the retail multifoodstore level, requires exposi- 
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tion of past events and performance in addition to the current com- 
position of this titanic power, wherein 10 percent of the stores control 
68 percent of the nation’s gigantic foodstore expenditures. 

By way of background and support of statements herein, allow me 
to mention that in late January I launched a cam yaign which, by 
June 19, amalgamated some 600 lettuce growers an shippers under 
what is legally termed “The California Marketing Order for Summer 
Head Lettuce.” This made possible control of seasonal peak supplies, 
and leveling the flow to market of lettuce grown on 85,000 acres in 
18 counties, normally yielding 45,000 to 50, 000 carlot equivalents from 
_ il to November, with a production- -processing cost approximating 

$50 million. Industry losses for the 1957-58 seasons and prior to 
adoption of the foregoing controls in midyear of 1959, were estimated 
at $35 million. Extension of this marketing control into 1960 is sub- 
ject to a revote by growers and shippers during the months just ahead. 

Notw ithstanding that all retail groups and wholesalers have for 
years censured producers for dumping uncontrolled surpluses onto the 
open market, not one multiretail group openly expressed support for 
the above legal controls. On the contrary, one large chain, dealing 
directly with growers, subtly spread fear among ‘its growers that 
support might be withdrawn if t 1ey supported surplus controls. 

In the field of mass distribution of perishables at retail, the cheaper 
the cost the higher the gross profit margin, and vice versa. For let- 
tuce, 19 cents 1s a very “popular, median retail price. Lowering the 
price to 15 cents hardly stimulates additional unit sales. Supplies 
obtained at a cost that would justify lowering the retail price merely 
serve to increase retailer’s margin of profit, and the consumer seldom 
participates in such benefits. ‘Only the producer is allowed to par- 
ticipate—in lowered revenue. 

Tn the Salinas-Watsonville lettuce belt, 300 cars per day are common 
during the spring run. Unless there isa ’ decided shortage of supplies, 
the pricing structure is decidedly at the mercy of volume buyers for 
mass-retail distributors. One or two of the top-volume buyers, by 
withholding orders for 24 to 48 hours, can cause the market to drop 
25 cents to 50 cents per pac kage—which translates to an economic loss 

of $48,000 to $96,000 for that far ming community for every day that 
depressed situation lasts. While 25 cents per package means only 1 
cent per head of lettuce—inconsequential to the consumer—it often 
results in a devastating loss to the farmer since it reflects 50 to 75 
percent of his growing cost. 

On cheap lettuce, usually when the farmer retrieves only part of 
the production cost (and this is often), retail markups are the highest, 
even up to 100 percent. The supervalue study, made by a reputable 
research group in 1957, reveals an average gross profit margin of 
35.7 percent for lettuce at retail, as against 18.2 percent for the grocery 
department (excluding perishables). Thus, the housewife pays the 
price because of the popularity of lettuce, but the farmer is not cut in 
on the huge profit margin that popularity makes possible. It’s a 
windfall for only the superretailer and his own profit devices. 

Earlier press releases listed 13 chain executives to appear before this 
committee. Although old-line chains are credited with originating 
and levying certain one-sided trading rules upon the perishable indus- 
try, the same obnoxious, often brutal, policies now prevail with every 
buying category. Some wholesaler-retailer affiliates exceed the brass 
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of even the most arrogant chain. Self-respecting shippers decline to 
deal with them under any circumstances. In deference to the two 
largest chains, my experience shows them to be probably less demand- 
ing of extracurricular privileges in return for their patronage than 
the average. 

Aiding the expansion and pyramiding of concentrated economic 
power in the retail food field was the rash of mergers and acquisitions 
of locally operated multistore units. 

From 1955 through 1958, 68 chain companies made 160 acquisitions, 
involving 2,657 locally operated food stores with estimated annual 
sales of $2,824,830,000, equalling the grocery store sales in 14 States: 
Arizona, Arkansas, Delaware, Idaho, Montana, Nebraska, Nevada, 
New Hampshire, New Mexico, North Dakota Rhode Island, Utah, 
Vermont, and Wyoming. These mergers and acquisitions took in the 
most efficient local multiunit retailers. In many important metro- 
politan areas it has led to very serious concentrations of food sales. 

From 1954 to 1957, while total grocery sales increased 30 percent, 
and total sales for the so-called independents increased 20 percent, 
the major acquisitive chains in the medium-large class increased their 
share of sales by 49 percent. One southern chain, through mergers, 
increased its total sales by 125 percent in this period. 

If this trend is not halted, we can look forward to a gigantic strug- 
gle for economic power. With fewer desirable locations for new 
stores, prohibitive land costs, and the field about saturated in all com- 
munities, the local small chains become more enticing for mergerism. 
Their fine showing, efficient operations, sales gains, and somewhat 
larger stores, are the lure. As a self-defense against pressures, efficient 
local multiunit and individual operators will be forced into “com- 
petitive mergerism,” to protect their market position—thereby lessen- 
ing competition and further pyramiding mass-buyers’ power. 

Through mergers, strong local competitive influences are often di- 
luted or eliminated. In Erie, Pa., acquisition of two local chains 
reduced independents’ share of that market from around 63 percent 
to approximately 37 percent. Through acquisition of a local chain 
approximately 18 percent of retail food business in Dallas was ab- 
sorbed by a large national chain. Similarly, 30 percent of Des Moines’ 
food market was transferred to a large chain. Such abrupt changes 
create serious problems for local wholesalers and suppliers. 

There already is a serious concern among farmers and processors 
of agricultural products over the declining diffusion in buying power, 
which the retail merger trend has accelerated. In the Salinas. ¥ atson- 
ville lettuce empire, where once 50 buyers vied for choice lots and 
brands and paid commensurate prices, less than a dozen of those 
buyers now call the tune, representing concentrated buying power, se- 
lecting the most prime lots of the day, without paying the premium 
to which premium quality is entitled, and often not even paying the 
going average market. With an estimated 75 percent of lettuce sales 
at retail controlled by mass-distributing combines the producer has 
little alternative but submitting to this power. 

The frustration of many producers mirror a forlorn hopelessness, 
a resignation that retail concentration into fewer and fewer hands 
is not going to stop, that it is no longer economically feasible for a 
free-enterprising individual to assert a desire for self-reliance and 
individual initiative. 
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The following figures focus the magnitude of this power concen- 


tration: 


Grocery and combination store sales, 1958—number of stores 


Number of stores 














Percent of} Average 








|Percent’of 

















Independent Chain Total total gross per | dollar 
store, 1957 | volume 
Supermarkets-_.------ 14, 600 | 15, 300 29, 900 10 $1, 080, 000 68 
Superettes___.-.-- : 56, 000 3, 700 59, 700 21 174, 000 24 
Small stores.....-------- 195, 000 400 195, 400 69 | 20, 000 s 
Rt odds 265, 600 19, 400 285, 000 100 tutosseoenee | LS owioeebs 
| | | | 
Dollar gross volume Independent Chain | Total Percent’ of 
(61 percent) (39 percent) | dollarfgross 
| 
ss = ‘ I— 


II ogc nc egies erating $15, 400, 000, 000 $17, 500, 000, 000 | $32, 900, 000, 000 





68 
Superettes.......- 10, 750, 000, 000 1, 100, 000, 000 11, 850, 000, 000 24 
Small stores.......-.-- 3, 500, 000, 000 25, 000, 000 3, 525, 000, 000 8 

PUR: i cenceeeeeee eects 29, 650, 000, 000 18, 625, 000, 000 48, 275, 000, 000 | 100 





SALES GAIN BY SIZE OF CHAIN—REPORTED BY CHAINS ACCOUNTING FOR MORE 
THAN TWO-THIRDS OF THE NATION’S FOOD CHAIN VOLUME, IN DOLLARS 














Average | Percent sales 

Size of chain number of | gain, 1958 

stores per versus 1957 

chain 

* a st 
I a I ee ee 17 24.9 
RS tI sic ek ca ca obadcee walk eee Sobsese needa 34 14.8 
ioc ella, wpene ees Dace ee eee no ee eal 68 13.2 
ase hax oat one oiodc wenmwousmaue whtancinn buaamaue wane 802 6.1 


Definitions: 
Supermarket: $375,000 or more annual gross. 
Superette: $75,000 to $375,000 annual gross. 
Small stores: $75,000 or less annual gross, 
Independent: 10 or less. 
Chain: 11 or more stores. 


Probably the most important development in retail food distribution 
has been the increase in wholesaler-retailer integration. To quote 
Progressive Grocer— 


Organized wholesaler-retailer teams are not only the fastest growing element in 
the U.S. food busines—but have become the dominant force of food distribution. 
They did 45 percent of total U.S. sales in 1958—compared with 39 percent for 
chains and 16 percent for unaffiliated independents. 

In 1958, 545 voluntary-group wholesalers and 195 cooperative-group 
wholesalers serviced 92,000 retailers, whose percent of independent 
store sales rose from 46 percent in 1947 to 73 percent in 1958. 

Of the top 25 retailing organizations listed by Progressive Grocer, 
12 are voluntary and cooperative wholesaler groups, and 13 are cor- 
porate chains. While these independent affiliated retailer-wholesaler 
stores retain their individualistic identity, they are just as potent, as 
part of a concentrated buying combine, as if they were part of a cor- 
porate chain. Their produce buyers are extremely exacting, loaded 
with all the tricks of the trade. Here is a sampling of larger groups, 
with number of stores they service, which reflects the rising strength 
of these independents: 

Certified Grocers, Los Angeles, over 1,450; Alfred M. Lewis, Inc., 
Riverside, Calif., over 2,100; Certified Grocers, Chicago, over 750; 
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United Grocers, San Francisco, over 2,300; Smart & Final Iris, Ver- 
non, Calif., over 1,200; Food Marketing Cooperative, Fort Wayne, 
over 1,000; Frankford Grocery, Philadelphia, over 1,700; Abner A. 
Wolf, Detroit, over 750; Associated Grocers, St. Louis, over 650; Ma- 
lone & Hide, Memphis, over 600. 

A number of these do not distribute perishables but their influence 
on local produce markets is important, since many take a strong hand 
in financing and promoting new stores, modernizing and expanding 
existing stores of their retailer affiliates. 

It is apparent that corporate chains are not alone in this race toward 
concentrated economic power. Combining all types of multi-store 
groupings, we find 29,900 supermarkets controlling 68 percent of total 
food-store dollars through only 10 percent of the country’s 285,000 
combination food stores. The next 21 percent, 59,700 superettes, con- 
trols 24 percent of the food-store dollars. This top 31 percent of 
stores, then, controls 92 percent of our food-store expenditures. The 
remainder, 195,400 small stores (69 percent of all stores) divides a 
paltry 8 percent of store dollars—just about an irreducible minimum. 

In January of 1958, Dr. George L. Mehren, director of the Giannini 
Foundation of Agricultural Economics, said : 

In the last 5 years some 80,000 small food stores died, and that is about 16,000 
a year on the average. 

Somewhere I read that we now have 100,000 fewer food stores than in 
1949, notwithstanding that since World War II the number of busi- 
ness establishments in the United States has more than doubled. This 
is not too difficult to understand when we consider that the average 
supermarket in 1958 grossed $1,100,000 (some go as high as $3 mil- 
lion) while the small stores averaged around $20,000 and that some 
1,900 supermarkets came into being during 1958, with a similar average 
for the previous 6 years. Thus, an average supermarket is capable 
of displacing 55 small papa-and-mama establishments. Then, con- 
sider the impact of the top five chains, with 9,439 stores and 22 per- 
cent of the food-store business; or, the power of the mighty No. 1 
chain with 4,147 stores and 10 percent of the retail food-store dollars. 

Ten years ago there were 5,484 families per supermarket, which 
stocked some 3,500 items. By 1956 the number of families per super- 
market decreased to 1,760, and items carried neared 5,000—by 1958 the 
items carried neared 6,000, some as many as 9,000 items. This disper- 
sion of customers to more stores forced supermarkets to expand into 
additional nonfood lines to maintain dollar volume. Thousands of 
nonfood stores are feeling the effects of these incursions. Some, as 
the five-and-dimes, are retaliating by stocking grocery lines, even 
perishable commodities. Supermarkets in the $1 million class last 
year averaged $52,000 in sales of nonfood lines, principally health and 

eauty aids, housewares, magazines and books, soft goods, toys, 
records, and stationery. Not to mention cigarettes, which several years 
ago accounted for 17 percent of total U.S. sales. 

Another method for maintaining profits is to drive deeper bargains 
in procurement. No class is as vulnerable in this respect as perish- 
able produce, especially lettuce which cannot be stored, canned, frozen, 
or dried, and must be started to market on the day it reaches proper 
maturity. Since an estimated 75 percent of commercial lettuce is 
distributed by that 31 percent of outlets controlling 92 percent of 
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sales, it can become the pawn of mass-buying power whenever the 
whistle is blown. 

Congress, in 1930, enacted the Perishable Agricultural Commodi- 
ties Act, to give the perishable produce industry a higher standard 
of trading morality, and delegated administrative and regulatory re- 
sponsibilities to the Department of Agriculture. During the first de- 
cade administrative interpretations and decisions were so eminently 
fair that seldom did a disputant decline to abide by informal hearings 
and decisions. As the multiunit food distributors gained in size and 
power, they injected their own legalistic interpretations of the law, 
and, unfortunately, administration of that law leaned in their 
direction. 

Today, receivers need only yell “unsuitable shipping condition,” 
demand formal hearings, relax for 2 to 4 years, while the day of a 
decision snarls up in legal frustration. Meanwhile, the shipper goes 
unpaid, evidence is generally weighted against the shipper who is 
thousands of miles away and 1n poor position to determine what condi- 
tions may have contributed to ietcunations, or the reason for break- 
ing of a solemn contract of sale—which, altogether too often is merely 
a decline in the market that the buyer does not care to assume. At 
best, the Department of Agriculture may suggest a compromise, and 
therefore, buyers know it is to their advantage to use, abuse and 
stretch the law to delay and request extensions; until the shipper tires 
of having his funds tied and accepts defeat. If ever a legal arm was 
overdue for overhauling, this is it. 

Receivers in general now take the attitude that a producer must 
deliver a perfect product that will insure a profit—natural perish- 
ability, market fluctuations, carrier failures, and even deleterious 
causes contributed by the receiver himself, to the contrary notwith- 
standing. Today’s buyers, and especially the mighty high-volume, 
concentrated-power groups, arrogate to themselves all privileges and 
delegate to the seller all the responsibilities. Defiance means economic 
ostracism, no further patronage. Demand fair play, and you land on 
an island, without customers, like losing a bread card in Russia for 
nonsubservience. 

The economic loss to producers resulting from the foregoing break- 
down in trading morals cannot be evaluated accurately but some esti- 
mate it at 25 cents for every package of lettuce shipped in an ordinary 
season—which translates into millions of dollars. 

The opposite side of the coin, the huge profits from lettuce at retail, 
is portrayed in the supervalue study of supermarket operations: “Per- 
cent margins on major product groups range from a low of 6 percent 
on cigarettes to a high of 30.6 percent on fresh fruits and vegetables.” 
So speaks the supervalue study ; further portraying individual “gross 
profit margins” : 

‘ {In percent] 


IO a isants Soccernet Hg ee ee 18.1 
NN cra Eg C7 Sint Qripee 3 oe ce tee 20. 0 
NN ich ecient TAF. VPRO SOOO ait pine ectede! 20.3 
TRIRUO MONG. ecw eee 7.7 | Canned fruits and vegetables__._£™ 21.5 
a a ea as 2 MT eee ig Pon ncn aemcalnnien 35. 7 
Soin and dicing iene apeaiteetiate 8.6 | The meat department_____----_- 21.3 
ID UU a 10. 7 | Bakery department___.._____-_- 17.8 
I oa i ect sess rts daocetles 2A. 3 | DAT GOArtOe.. 62k 13. 2 
SN ONIN ade <i tt Leb big dd cia 14.1] Produce department__.._-...__. 30. 8 
NE ect a i het anemia 14.9 | Entire grocery section_____----_ 18.2 
SOR GORI ssa icin enn inion 15.0] Entire store, all departments_._.. 19.5 
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Of $100 spent for produce, $9.40 goes for lettuce alone, which earns 
10.9 percent of the entire produce department’s gross profit margin. 
And the produce department accounts for 8.8 percent of the total 
store’s sales but contributes 14 percent of the store’s total gross profit. 
While lettuce producers in California during 1957, 1958, and to July 
1, 1959, were losing millions, the unique procurement and retail pric- 
ing structure of the super-retail combines amassed one of the highest 
profit margins of the entire store—on lettuce. 

It is not my purpose to suggest punitive measures. I would much 
prefer closer, cordial relationships between our producers of perish- 
ables and the food retailers of the country, in harmony and on live-and- 
let-live principles. If this cannot be achieved voluntarily, the perish- 
ables producers must amalgamate their sales and distribution resources 
under one efficient, cooperation-minded body. They will be forced to 
match strength with strength. With or without State or Federal 
marketing programs, oversupplies will have to be curbed, or leveled to 
a volume that consumers can absorbed at reasonable, livable prices. 

Without a sensible pattern, the average producer of perishables can 
hardly hope to survive the present, debased free-enterprise climate, 
at least not over the long pull. The very nature of perishable produce 
implies risk—for the producer, the wholesaler and the retailer, jointly. 
Delay in reasserting, reapportioning these risks equitably, invites even- 
tual extermination of the smaller growers and shippers. If that is 
allowed to happen, then, on the ashes will rise mighty grower-shipper 
moguls with access to huge credits, loans, and other operating resources, 
to take over on a 5- 10- or 15-year plan—in all pockelibitg in concert 
with the mighty moguls at the retail level. But, definitely, the smaller 
operator at this end is now at the crossroads. 

In deference to the many desirable qualities of supermarket oper- 
ators, it cannot be denied that our American supermarket system is 
a many-splendored thing in the eyes of every housewife; that it con- 
tributes immensely to our high dietary standards; that it returns to 
the manufacturer more of the consumer dollar than any other retail 
group; that it does effect much wider distribution of products than 
would otherwise be possible; that its rate of velocity pricing system 
is unique and a boon to the consumer; that it is being copied world- 
wide, and that to be imitated is considered a compliment. If only its 
massive buying power were not so forcefully applied at point of pro- 
curement of supplies—we would gladly contribute orchids of our own 
to the above lavish bouquet. 

Mr. Roosevetr. Thank you very much, Mr. Nemanick. That is a 
very complete and very forceful and interesting statement. And I 
know the committee will want to give it much additional study. 

Mr. MacIntyre, have you any questions ? ‘ 

Mr. MacInryre. Mr. Chairman, at this time I would like to offer 
for the appendix to the record of these hearings some official recog- 
nition of the facts which Mr. Nemanick has brought to this committee. 

One of them is a report by the Marketing Research Division of the 
USDA. It is No. 369. It was published within the past 60 days. 
It is entitled, “Ownership Changes by Purchase and Merger in 
Selected Food Industry.” 

The other is a Federal Trade Commission report, dated June 30, 
1959, entitled, “Economic Inquiry Into Food Marketing.” These 
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reports cover the facts of mergers, the facts of resultant merged struc- 
tures, including quantities and volumes of sales. They do corroborate 
what Mr. Nemanick has brought before the committee in the form 
of statistics in his statement this morning. 

In that connection, I would like to refer to one of the figures that 
he gave in his statement, and that is the total of 195,000 remaining 
small independent stores. 

According to the statistics we now have before us and in the record 
of these hearings, those 195,000 stores have now a volume—they are 
independently owned stores—a volume equal to only two-thirds of 
the last year’s volume of the top chainstore organization—all of them 
put together. 

In that connection, also, Mr. Chairman, I would like to call atten- 
tion to a partially completed survey which has been made by the staff 
of this committee to the effect that in Denver, Colo., three chains have 
now acquired 80 percent of the entire food retail distribution there. 

In Raleigh, N.C., four retail food chains have acquired almost 90 
percent of the retail food distribution in that city. 

In some trading areas of that city, there remains only one grocery 
store for all of the consumers. If they want another one, they drive 
across the city into another trading area. 

That survey is continuing, Mr. Chairman, and we hope to cover 
several of the smaller cities where we have been informed the consum- 
ers in those cities have but one supermarket to whom they—to which 
they may turn for securing their grocery supplies. 

That is all T have. 

Mr. Roosrvetr. The committee has decided that without objection 
the two documents referred to by counsel from the Federal Trade 
Commission and the U.S. Department of Agriculture will be accepted 
for the files of the committee at this time, and a decision will be made 
by the committee at a later time as to whether or not an appendix, a 
special appendix, will be published for the purpose of odie these 
figures available. 

With respect to—— 

Mr. Avery. Mr. Chairman—the reference to the survey, that was 
not included at this time? 

Mr. Roosevetr. I would suggest that the surveys made by the staff 
of the committee be examined by the members individually, if we 
can have copies made for them, and that if approved by the committee 
on Thursday, we will give them to the press at that time, if completed. 

Mr. MacIntyre. They are not complete as of now. 

Mr. Roosrvetr. Mr. Nemanick, I had just a couple of questions. 

You have brought out, of course, what I think 1s the basic problem 
that this committee faces. For instance, on page 3 you brought out 
that in the Watsonville and Salinas area there once were 50 buyers, 
and you now deal with approximately a dozen. 

All of your figures substantiate what I think is generally acknowl- 
edged to be the trend toward concentration and fewer and fewer 
independent stores, and the concentration of purchasing power. 

Our problem is, very frankly—as you said, you throw a bouquet to 
the system which has brought this about in its delivery of an improved 
system of distribution to the consumer. Therefore, in general, the 
consumer is going to say, “Hallelujah, this is it.” 
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Now, our problem is to pinpoint and to arouse a certain interest as 
to whether or not if this is allowed to get to a certain point, whether 
it doesn’t mean that this honeymoon for the consumer will come to 
an end, because at that time of complete economic control by a rela- 
tively few people, you then will run the risk of the things that you 
complain about here—the brass, as you have put it, and what other 
practices which will be brought out during the next few days. 

Now, if those became widespread, the question, of course, would be 
how long would the good intention of the people who have this power 
be exerted toward the consumer? How long would the consumer have 
any voice in it? And at what point must the consumers’ protection 
become sufficiently important to do something about this, and if so 
what do we do about it, how do we do something about it? 

If you read the paper this morning, I am sure you read of a pro- 
posed merger between two chainstores right here in California. This 
is nothing unusual. We had another one a week ago down in southern 
California, with two other chains. 

Now, our whole problem here—of course our first problem is our 
difficulty of getting things on the record because one fellow doesn’t 
want to come and he will tell you off the record almost anything but 
on the record he will tell you very, very little. 

But our problem is to try to pinpoint the fact that there are the 
beginnings of this arrogant use of this power, which would certainly 

ut everybody on notice that ways and means must be found if we 

lieve in the not only free enterprise system, but the competitive 
free enterprise system—to keep that word competitive alive, because it 
is the existence of that competition which today gives to the consumer 
the benefits that you have very properly pointed out today exist for 
him. And if you remove that competition, if there is anything that 
we, I believe, as Americans, believe in, there will be none of these 
benefits for the consumers left. 

Now, our problem, very frankly—and while we appreciate your 
pinpointing the trend, it is what suggestions you would have as to 
what can we now do about it, or what should we do about it. That 
is, I realize, a very important and very difficult thing to answer off 
the cuff. And we would simply like to say to you that if you have 
further suggestions as time goes on, we will he going into other phases 
of this business, we would be delighted to hear from you, and de- 
lighted at any time to have any thoughts that you might want to give 
this committee. 

Mr. Steed, do you have any questions? 

Mr. Streep. Mr. Nemanick, I gathered from your statement here 
that this thing we have been referring to all along as a massing of 
economic power already has taken place in the food industry, and 
already is being brought to bear against some of those engaged at one 
level or another in the food industry. Is that the weight of what you 
are trying to tell us here? 

Mr. Nemanicrk. Exactly. The total food business, from all sources, 
in 1958 was in the neighborhood of $54 billion. That is by far the 
largest retail segment in the country today of any retail industry. 
I believe I read the other day that the total retail business, automo- 
bile parts and whatnot, is in the neighborhood of $200 billion. When 
food is $54 billion, it is certainly a mighty segment. And when you 
hear that supposedly 100,000 retail establishments, as I call them 
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mama and papa, went out the window, we probably put mama and 
papa on charity for the general public to support, where they could 
have been self-supporting citizens. 

Now, I have been studying these things way back. And I don’t 
see why any chain needs over 100 retail units—at $1 million a year, 
supermarkets, what is that—$100 million? Isn’t that enough for one 
outfit? And they take 52 percent of it right off the top in Federal 
taxes. How much more do they want? And I find that in my tray- 
els—and I have traveled extensively throughout the country talking 
to these different people—I find that those with 18 or 20, 25 stores, 
are actually the most efficient. Why? 

The one who started the chain is probably sitting right on top of 
those 25 stores in a limited locality, what we call the local chain. 
He is the one who gets the profit. He doesn’t hire people to pass out 
the profit, and on top of that must come dividends and such for stock- 
bakdeen. When some of these chains get too big they become un- 
wieldly. 

And I also find this: As they become large—in our particular 
sphere, in particular—and we are in a very volatile business, the lettuce 
business. I have sat on these sales desks where I have sold as much 
as $75,000 worth of it in 2 hours in the morning, when things are 
rushing. For instance, here about 6 weeks ago, in Salinas and Wat- 
sonville, out of the blue we received 6 inches of rain. That market 
immediately went from $1.50 to $1.75 per carton of lettuce, it went as 
high as $5. That is how volatile our business is. 

Now, all of these chains must have warehouses, distributing ware- 
houses, and they are very nicely coordinated and such. But you will 
have a warehouse manager in charge of procurement. And I don’t 
know whether you people have noticed it in your relationships with 
these people. God bless them. I love them. I am not opposed to 
these chainstores or affiliates. But if you will notice, they don’t smile. 
They don’t know how. I have noticed it right here. I am in an 
island. I am the only fresh-produce man here. Not one says hello, 
how are you? They areafraid to smile. 

I have taken the bull by the horns, and sitting on sales desks, when 
I get a complaint through the local office, say at Salinas, “Car so- 
and-so arrived. We can’t use that kind of merchandise.” 

“Why ?” 

They have a Federal inspection. 

“What branch is that ?” 

“Knoxville.” 

“OK, I will let you know whether we are going to take the car back 
or not.” 

They give it right back to you, tear up the invoice. 

So I call the man at Knoxville, I say, “What’s wrong with that car? 
That car was a good car when it left here. Your man inspected it. 
He looked at it. He accepted it here. Now, all of a sudden it is in 
unsuitable shipping condition.” 

“Well,” he says, “Mr. Nemanick, I will tell you the truth. The 
railroad delayed that car, and we know we are responsible for railroad 
delays on f.o.b. purchases. We really needed it for Friday morning, 
but it got here Saturday. We couldn’t use it for our weekend dis- 
tribution. We had to go on the local market and replace.” 
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He says, “Incidentally, there is a lot of this delayed lettuce popped 
in here this morning, and there is just too much lettuce, and I am 
afraid that by Monday morning the market is going to be shot, and 
we are going to take a bad loss. And I can’t stand that. My bosses 
won’t tolerate me taking a loss like that.” 

We have a lot of that in these chains and affiliated buying organ- 
izations, where the individuals—I don’t think this policy comes fred 
the top, except that it is an ice-water-in-the-veins policy. 

“You make money, period. We are not hiring you to buy losses.” 

So they use every device possible. 

I have seen weather do this. I have seen back East where you get 
sleet and snow and everything else, and Mrs. Housewife is not going to 
take that stroller out with the baby and risk her neck on that icy pave- 
ment. So for3 or 4 days she opens cans. 

What happens to the fresh perishable business? It drops down as 
much as one-fourth and more. 

I spent a year in Portland, Oreg., and when it rained, sales went 
down four times. They were only one part of four. So what does 
the man do who has a car of high priced $2,000 or $3,000 perishable 
merchandise coming to him, and he knows there is going to be a pyra- 
mid of it there. He is going to use every device in the book to get 
out of that commitment and give it back to you. 

We have chains back East where the men will also do this. They 
will buy three cars when they know they only need two. They will 
pick the two best, get a Government inspection—as I stated, that arm 
needs overhauling—and kick it over on technical grounds. What are 
the technical grounds in the act? Only one thing. So called tipburn. 
We all know what tipburn is. We have seen a little of it in lettuce. 
It never makes a head unsalable or inedible. It says right in there 
that any area on a—not a triangle—but any area that is one-eighth of 
an inch by one-quarter of an inch, is considered scorable as tipburn. 

Now, I measured that out purposely, and I find I can put 28 of those 
areas on a postage stamp. Yet every one of those is 4 percent. And 
if you run over 8 percent tipburn, it was in unsuitable shipping con- 
dition when it left. So it is your car, if the buyer so pleases. And 
if the market goes down, or an oversupply of lettuce comes in, it is 
your car. 

We have seen the time where in New York, around Oswego, where 
heavy rains come or some unfavorable weather, and we assumed that 
the lettuce is through back there—we can ship more out of California. 
So westartmore. The buyers will jump in and buy. 

A branch manager with a chain cannot—he is not allowed to ever 
be out of a commodity. That is an anathema. That is a real sin. 
So he will start buying to replace the lettuce that will not come out of 
Oswego or New Jersey, or up in Maine. 

But the weather changes. It becomes salubrious. The lettuce is 
not gone there. It is still there. When your cars get there you know 
you are going to have trouble. And I have called many an inspector 
and asked, “What’s wrong with this lettuce ¢” ; 

He said, “We could have told you 2 days ago you were going to 
have trouble.” 

“How did you know?” 

“Well, this local lettuce came back in. We knew they were not 
going to accept the cars when they get here.” 
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I have had Federal inspectors tell me, “When are you people back 
there going to wake up and do something about this? The way you 
are being beaten around here.” ; 

That is common in the perishable end. 

I don’t know about canned goods. But we know it is in lettuce in 
particular, because lettuce is first 9514 percent moisture. You can 
take the fine ends of the head leaves, and get between 900 and 1,200 
intoaninch. Itis very perishable. Itisrisky. And I think that the 
buyers should take the risk along with us, as they had at one time, 
until, as I say, the lawyers for these large multunit buying groups, 
they dug out the law. 

Mr. Roosrventr. Mr. Nemanick, I don’t want to interrupt you, but 
unfortunately we cannot go into all the problems of the lettuce indus- 
try right now. 

Mr. Nemanick. Lam sorry. 

Mr. Streep. Just one more question—in your experience in this 
perishable vegetable business, do you know of your own knowledge, 
of any cases where there has been any connivance among the buyers 
to take advantage of the producers? 

Mr. Nemanicxk. On the part of the buyers to take advantage of 
producers ? 

Mr. Streep. Yes. Do you know of any cases where they plot to- 
gether or connive together to use their economic power as a group 
rather than as an individual? 

Mr. Nemanick. I think it is done pretty commonly—not so much in 
lettuce. I know it is done in cantaloups. I would not be in a position 
to give you valid evidence, but we know it is done. Here is what they 
do very often in cantaloups, and there are times in cantaloups when 
the 4 or 5 top chains will probably have orders in the morning for 
150 cars out of maybe 250. In our business the pricing is done usually 
in midafternoon, as the supply becomes known. You never know 
just what you are going to harvest. There is a very extensive business. 
So, 2, 3, in the afternoon, for some reason or other, a chain will call and 
say, “Look, I know this market was $3 yesterday. We can’t pay over 
$2.50 today. Just not in the cards.” 

They will let you know 4 o’clock in the afternoon. 

Where are you going to sell those cars? What are you going to do 
with them? If you wanted to leave them in the field, could you put 
them back on the vines ? 

That is common. 

Mr. Steep. Thank you. 

Mr. Roosrvettr. Mr. Moore? 

Mr. Moore. I would like to inquire as to what classification you fall 
in here today as a witness. Are you here under subpena, or threat of 
subpena ? 

Mr. Nemanick. No. 

Mr. Moore. Voluntary ? 

Mr. Nemanick. Voluntary, individual. 

Mr. Moore. Now, in the statement you make, I think, a charge is 
made which is substantially along the lines that this committee is in- 
vestigating, where on page 1 you say “On the contrary, one large chain 
dealing direct with growers subtly spread fear among its growers 











‘o we 





SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 799 


that support might be withdrawn if they went into this marketing 
program.” What is the name of the chain 

Mr. Nemanick. I would rather not mention it, if I may be excused 
from using it. It isa California located chain. It is a national chain. 
It operates in California. I ran into that when I was compaigning 
for signatures for this marketing program. And there was a certain 
area here, not far from here, I had difficulty getting quite a large group 
of growers to sign. And it finally came tome. They said, “Look, we 
have no other outlets. We are just growers. This outfit comes down 
here, or they contract with us direct. We deliver to their prepack- 
aging plants. Their men have been out here and intimated in this 
way. They said, ‘Say, I heard you signed up for that marketing order, 
Joe,’ and look at him askance. ‘Is that right, Joe?’” They don’t come 
out and say it. They are smart and subtle enough for that. 

Mr. Moors. I don’t know if you are going to deliver it to us in 
executive session or not, but I think we would like to have it. It is as 
far as I am concerned one of the things we are looking to here, that a 
chain, national or local, whatever size it might be, is exerting its eco- 
nomic influence in this way. 

Where does your family do their shopping ? 

Mr. Nemanick. In the chains. 

Mr. Moore. In the supermarket ? 

Mr. Nemanick. Right. That is all we have. 

Mr. Moore. You have no independents in your area at all? 

Mr. Nemanick. We have a few, but they do not carry a full line, in 
the first place. 

Mr. Moore. Well, now, as far as the development of this industry is 
concerned, how long has it been since you remember that independents 
carried a full line of commodities for you to make your selection which 
at that time encouraged you to go to an independent to buy ¢ 

Mr. Nemanick. They never have carried the full selection. The 
thing has been a gradual process. In about 1929, the average store, 
the average super—that is, when they started going to town—carried 
only 800 items. Today there is a new store opened up here a few 
months ago that carries 9,000. There is one opened up here with 
63,000 square feet of space, and the average is somewhere between 
9,000 and 11,000. So you see the independent could never compete 
with that. 

Mr. Moorr. He never did, did he? 

Mr. Nemanick. No. 

Mr. Moore. He was never in a position to do that. 

Mr. Nemanicrk. No. He was something like the French system, 
which I believe has 20 stores where we have 1. 

Mr. Moore. Beg pardon ? 

Mr. Nemanick. I say he was something like the French system, 
which has about 20 stores today to every 1 of ours. The cheese man is 
- individual—the egg man, the meat man. I don’t think we want 
that. 

Mr. Moore. All right. Now, do I also glean from your testimony 
that. you see as much danger in local chains as you do national chains? 

Mr. Nemanick. No; I would not say it that way, except this. We 
do know from statistics that the opportunities for the national chains 
to expand is at practically a minimum. They have—supermarkets 
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are now in communities of 10,000 and less. Those are the last ones 
that they absorbed. So the danger comes inthis. These 20 to 30 unit 
chains—they are going to be squeezed into mergerism. 

Now, I was in Charlotte, N.C., a year ago last January. There isa 
very nice chain there—five bicnmaiibah stores. He is right across the 
street from one of the leading wholesalers in the South, and the whole- 
saler—I have known him for a good many years—he says, “We walked 
over to the store to look it over.” He says, “That man is now being 
pressured by a large national chain here to either sell out his five stores 
or to take the consequences if he doesn’t.” 

Mr. Moore. How does that pressure come? By just simply the 
large chain operating at a big loss for a period of 6 months to encour- 
age all of his customers to come across the street ¢ 

Mr. Nemanick. Yes, they would do that. 

Mr. Moore. That is the way they attempt to do it ? 

Mr. Nemanick. That is right. Just put on these sales. There are 
only about 14 or 15 items in a store that are vulnerable, through the 
housewife, for pricing purposes. You spoke a lot about peaches 
yesterday. That is one of them. 

Mr. Roosrtvetr. Would the gentleman yield at that point? 

Mr. Nemanick, isn’t it also true, however, that there is ability in 
incentive in the tax law today which makes it advantageous for the 
rather successful fellow to sell out to a chainstore ? 

Mr. Nemanick. Positively. That is one of the big—here, “The 
Merger Movement in Retail Food Distribution,” points that up very 
pointedly. I don’t know whether you fellows have that in your files. 

Mr. Moore. I think that is just what was submitted for our con- 
sideration. 

Mr. Nemanick. That is pointed out very clearly there. 

Mr. Roosrvetr. In other words, my point is that I don’t think it is 
fair to lay all the blame on the so-called competitive practices. I 
think there are other factors. 

Mr. Nemanick. Oh, yes, this is a complex thing, as I see it. 

Mr. Moore. Also, this not only applies to the food industry, but 
this is a general trend in a lot of industries today, is it not—the trend 
to merger? I mean, it is not only found in the food industry, is it? 

Mr. Nemanick. I am told that it is. 

Mr. Moore. Strictly in the food industry ? 

Mr. Nemanick. No, it is in all industries today. I have checked 
with others and asked them if they have the problems we do. They 
said, “Even worse.” 

Mr. Moore. Now, on page 5 of your statement—you may not want 
to answer this, but this is going to give somebody an awful nice clue— 
you say on page 5, the power of the mighty No. 1 chainstore with 4,147. 
What chain is that ? 

Mr. Nemanick. A. & P. But I have found them to be the easiest 
to deal with. 

Mr. Moore. That is refreshing. 

Mr. Nemanick. I state that on the first page. And, incidentally, 
you will find also in here that they have not indulged in mergerism. 
Now, credit must go where it belongs. 

Mr. Moorr. Is it true that over the years, the history of that great 
chain is that they had in a lot of these communities where they now 
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have supermarkets sometimes five or six smaller stores, and they 
tended to come into the large one-base operation for economic reasons 
of their own; did they not ? 

Mr. Nemanick. That is right. At one time they had very close to 
15,000 stores scattered throughout the country. 1 have seen in Chi- 
cago, when I lived there, on the south side, near the university, as 
many as five stores in one block, both sides of the street. I mean 
A. & P. stores. They eventually rubbed out four and left one big 
one, doing a bigger business than the five combined, plus the economies 
created. 

Mr. Moorr. Which, by and large, over the years has inured to the 
benefit of the consumer ¢ 

Mr. Nemanick. Definitely. 

Mr. Moore. It would be fair to say this chain has probably been 
the lead in this field of going into the supermarket operation ¢ 

Mr. Nemanick. They have been the first one, yes. 

Mr. Moore. I have no further questions. 

Mr. Roosevett. Mr. Avery ? 

Mr. Avery. I will try and be brief, Mr. Chairman. 

On the first page of your statement, Mr. Nemanick, I didn’t quite 
understand your profit and loss statement there. As I read that 
statement now, the head lettuce business in your locality amounts to 
a $50 million a year production processing operation, right ? 

Mr. NEMANICK. That is right. That is Salinas and Watsonville 
alone. 

Mr. Avery. Where is the $35 million loss?) That is a real big loss 
compared to a $50 million industry. Just how many years did that 
spread over ? 

Mr. Nemanick. Twoanda half shipping seasons. 

Mr. Avery. So we could say, out of $125 million gross business, you 
lost during that same period of time $35 million ? 

Mr. Nemanick. For 2 years there, 1957 and 1958, the entire cost of 
growing was lost. We did not get back cost of growing. 

Mr. Avery. Well, what do you charge up to growing? 

Mr. Nemanick. Well—it all depends—if you own your land it is 
one thing. When land is worth $2,000 or $3,000 an acre, and rentals 
are $100 to $125—if you own that land, and all you have to charge 
off as an out of pocket loss is taxes and such, it is a different story. 
But our growing costs per acre will vary from—a very efficient grower. 
maybe $225 an acre, up to $300, with a madian of probably $250 to 
$260 an acre. 

Mr. Avery. That is your growing cost? 

Mr. Nemanick. That is right. 

Mr. Avery. And you say in 1957-58 that all was lost ? 

Mr. NemMANIcK. Just about, yes. 

Mr. Avery. All right. Now, then, on the last page, No. 6, next 
to the last page, as I read your figures there on percent of profit, and 
that is gross profit, in the various mercantile lines, you show lettuce 
at 35.7, and that is gross profit. 

Mr. Nemanick. That is the gross margin of profit. That is not 
the markup. The markup is higher. 

Mr. Avery. Allright. The markup is higher than the gross profit ? 
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Mr. Nemanick. That is right. That is the way it works out. 
Their gross margin of profit—— 

Mr. Avery. What is gross profit if it is not markup ? 

Mr. Nemanick. Well, if you have, for instance, a $2 item, and you 
are marking it up 50 percent, we will say—that is $1. That total is 
$3. Your gross margin of profit is one-third—$1 out of the $3. That 
is a 3314 percent gross margin. So the figures I gave, they actually 
do not reflect the overall. 

You see, before the chain gets their gross margin of profit, it has 
included warehousing and everything else as its cost. 

Mr. Avery. Allright. I will accept that. 

Now, my question, really, is this. Is there any more hazardous 
product for a groceryman to handle than lettuce ? 

Mr. Nemanicx. I would say with today’s refrigeration and style of 
handling, no. 

Mr. Avery. So it is not unusual that the highest gross profit would 
occur in letuce, because the hazard of handling would be greater 
than any other commodity in the store ? 

Mr. NemMAnick. No, that is borne out by meat—meat is about as 
perishable as any. And they only have 21.3 percent for the entire 
department. Dairy is very perishable. 

Mr. Avery. Well, they are perishable, except I don’t believe there is 
a very big percent of loss after they get to the retail level. In just 
walking through the store—I never saw any meat I thought they 
were going to throw away, but I have seen a lot of lettuce that prob- 
ably would have to be thrown away. Now, that is after this point 
he has rejected that to you or the other seller—he has paid for it and 
he is going to have to throw it away ? 

Mr. Nemanick. That isright. But the figures go further and show 
what lettuce contributes, of $100 worth sold of all commodities, $9.40 
of it will be lettuce, which earns 10.9 percent of the entire produce 
department’s gross profit margin. 

Mr. Avery. Of the produce department. 

Mr. Nemanicx. That is right. And when you get to the gross 
profit margin figure, you have included loss, shrinkage, as they call 
it—anything that might have gone in the garbage can—that is already 
included. 

Mr. Avery. Are those three items you have listed over there in the 
right-hand column, are those largely the ones you would include in 
the produce department ? 

You have meat, bakery, and dairy department, but I see you have 
separated fresh milk. 

Mr. Nemanick. Well, that is to get it in figure sequence, from start- 
ing with the low, trending up toward the high. 

Mr. Avery. Well, yes. But fresh milk would certainly—— 

Mr. Nemanick. It is in the dairy department, yes. I took it out 
of context there, shall I say. You see there are five departments 
normally considered the perishable departments. 

Mr. Avery. OK. 

Now I want to go one step further, now, we have a marketing order 
in California for lettuce. That protects the grower, as I understand 
its operation—that protects him on the initial sale, is that right ? 
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Mr. Nemantck. It protects him in this way. It eliminates—and 
we cannot blame the chains for this. We create our own surpluses. 
This allows us, legally, with teeth, to eliminate surpluses. Or let’s say 
we level the peaks. And by not having surpluses—I have not ex- 
plained this. Nobody has asked. When we ship untrammeled, we 
start the thing off on wheels, the lettuce. We load it in cars and 
start going. A lot of it is—— 

Mr. Avery. The price has been established. What unit of price 
does lettuce move—a lug, or what ? 

Mr. Nemanick. Carton. 

Mr. Avery. Allright. Under the marketing order, we establish the 
price for No. 1 lettuce at X dollars. 

Mr. Nemanick. You are not allowed to establish the price. You 
establish the quantity that goes to market. It is up to us to know how 
much the country can absorb at certain levels, at certain dollar levels, 
at any given time, any given day. We can change that by the hour, 
if we have to. We usually set it up once a week. But it is flexible. 
If necessary, we will change. 

Mr. Avery. The marketing order has nothing to do with price? 

Mr. Nemanick. No, sir. 

Mr. Avery. It is not like a marketing order on milk, for instance? 

Mr. Nemanick. No; entirely different. 

Mr. Avery. It is only a conservation regulation ? 

Mr. Nemanick. That is right. Keep the surplus off the market— 
the surplus that will bring the entire market down, including the f.o.b. 
sales that certain buyers put their faith in, to keep them from losing 
money, and the grower also from losing money. 

Mr. Avery. All right. Now, do the lettuce producers around Wat- 
sonville have associations comparable to the peach growers that we 
got into yesterday / 

Mr. Nemanick. We have an association, but it does not attempt to 
go into the fields that the peach people do. 

Mr. Avery. Have you ever attempted any cooperative marketing 
arrangement such as the peach people ? 

Mr. Nemanick. In 1951, I believe, they attempted to eliminate sur- 
pluses by prorating a percentage of the crop that was ready to go, 
and disc it up, plow it up. But the Federal court in this building in 
2 weeks slapped an injunction against the industry. 

Mr. Avery. Well, that doesn’t quite answer my question, as I under- 
stood your response. 

Now, the Peach Growers’ Association, those members that belong to 
the association, they transfer to the association the right and power 
to establish the price for their produce; right ? 

Mr. Nemanick. That is right. 

Mr. Avery. But you don’t do that? 

Mr. Nemanick. None of that whatever. 

Mr. Avery. Why don’t you? Have you done everything you could 
to help yourself? 

Mr. Nemanick. No. It is possible that the lettuce grower, the aver- 
age fresh vegetable grower, is too much of a rugged individualist. He 
is just learning now that in unity there is strength. 

Mr. Avery. I see. So, actually, what you are saying is you have 
not explored all these possibilities of negotiation and barter on a local 
level ? 
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Mr. Nemanick. I would say you are right in that assumption. But 
that must be amplified. 

There is lettuce growing in a good many other places. We have 
only been able to do it so far on a State level. We have about 100,000 
carloads between California and Arizona. There is another 45,000 
cars come out of the rest of the country. 

Mr. Roosrvetr. Would you be in favor of a Federal marketing 
order ? 

Mr. Nemanicx. The way I see the thing now, I would be definitely. 
There are some unfavorable aspects to the Federal mar keting orders, 
but as I see them I believe they would be the lesser of the two evils. 

I believe we need them very seriously. And I think that after this 
initial attempt at Salinas and Watsonville, the chains have found it 
is to their benefit to have control of these surpluses We had so little 
trouble with the marketing order in effect it was like manna from 
heaven. And I think if we had it on a Federal level, controlled Os- 
wego and Wisconsin, and Colorado, who have lesser freight rates and 
cheaper labor and such, I believe it would be a grand thing. 

Mr. Avery. I just want to make one more observation here. Con- 
centrated buying, so to speak, in the lettuce and other perishable mar- 
kets, is not particularly insolated or unique in our modern economic 
structure. This pattern of bargaining strength began to evolve during 
World War II. We had big business and big labor develop. And 
because of tax laws and further reasons—they have been getting larger 
and more powerful every since. And, in my opinion, I don’t believe 
Congerss is going to reach out into any one segment and say, “No 
longer can you remain this powerful” unless we are going to reach 
out into all these segments. As long as we are going to have industrial 
labor unions representing entire industry, and we are going to have 
any manufacturing or processing segment of our industrial area bar- 
gaining together as one unit, I don’t see how in good faith we could 
come down to the food distributors and say, “No, you cannot do this. 
You have to break yourself down into smaller units.” 

So I just want to point that out—that this is not a particularly 
unique situation in our modern economic structure. It is just follow- 
ing a general pattern. And until that general pattern is changed, I 
don’t see how we ere going to change your marketing operations, 
substantially at least, in your perishable commodities. 

That is all, Mr. Chairman. 

Mr. RoosEvEL vt. Thank you, Mr. Nemanick. We are very grateful to 
you for the time and attention which you have given to the committee. 

Mr. Nemanicx. I appreciate the opportunity. 

(The prepared statement on Mr. Nemanick is as follows:) 


STATEMENT BY RatpH A. NEMANICK AT A HEARING ON SMALL BUSINESS PROB- 


LEMS IN Foop DISTRIBUTION, HELD IN SAN FRANCISCO, WEEK OF NOVEMBER 9, 
1959 


To evaluate the present and potential effects of the concentration of economic 
power at the retail multifoodstore level requires exposition of past events and 
performance in addition to the current composition of this titanic power, wherein 
10 percent of the stores control 68 percent of the Nation’s gigantic foodstore 
expenditures. 

By way of background and support of statements herein, allow me to mention 
that in late January I launched a campaign which, by June 19, amalgamated 
some 600 lettuce growers and shippers under what is legally termed “The Cali- 
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fornia Marketing Order for Summer Head Lettuce.” This made possible control 
of seasonal peak supplies and leveling the flow to market of lettuce grown on 
85,000 acres in 18 counties, normally yielding 45,000 to 50,000 carlot equivalents 
from April to November, with a production-processing cost approximating $50 
million. Industry losses for the 1957-58 seasons and prior to adoption of the 
foregoing controls in midyear of 1959 were estimated at $35 million. Extension 
of this marketing contro] into 1960 is subject to a revote by growers and shippers 
during the months just ahead. 

Notwithstanding that all retail groups and wholesalers have for years cen- 
sured producers for dumping uncontrolled surpluses onto the open market, not 
one multiretail group openly expressed support for the above legal controls. 
On the contrary, one large chain, dealing direct with growers, subtlely spread 
fear among its growers that support might be withdrawn if they supported 
surplus controls. 

In the field of mass distribution of perishables at retail, the cheaper the cost 
the higher the gross profit margin, and vice versa. For lettuce, 19 cents is a 
very popular, median retail price. Lowering the price to 15 cents hardly stim- 
ulates additional unit sales. Supplies obtained at a cost that would justify 
lowering the retail price merely serve to increase retailer’s margin of profit, and 
the consumer seldom participates in such benefits. Only the producer is allowed 
to participate—in lowered revenue. 

In the Salinas-Watsonville lettuce belt 300 cars per day are common during 
the spring run. Unless there is a decided shortage of supplies, the pricing 
structure is decidedly at the mercy of volume buyers for mass retail distributors. 
One or two of the top volume buyers, by withholding orders for 24 to 48 hours, 
can cause the market to drop 25 to 50 cents per package—which translates to 
an economic loss of $48,000 to $96,000 for that farming community for every 
day that depressed situation lasts. While 25 cents per package means only 1 
cent per head of lettuce—inconsequential to the consumer—it often results in 
a devastating loss to the farmer since it reflects 50 to 75 percent of his growing 
cost. 

On cheap lettuce, usually when the farmer retrieves only part of production 
cost (and this is often), retail markups are the highest, even up to 100 percent. 
The supervalue study, made by a reputable research group in 1957, reveals an 
average gross profit margin of 35.7 percent for lettuce at retail, as against 18.2 
percent for the grocery department (excluding perishables). Thus, the house- 
wife pays the price because of the popularity of lettuce, but the farmer is not 
cut in on the huge profit margin that popularity makes possible. It’s a windfall 
for only the superretailer—and his own profit devices. 

Earlier press releases listed 13 chain executives to appear before this com- 
mittee. Although old-line chains are credited with originating and levying cer- 
tain one-sided trading rules upon the perishable industry, the same obnoxious, 
often brutal, policies now prevail with every buying category. Some wholesaler- 
retailer affiliations exceed the brass of even the most arrogant chain. Self- 
respecting shippers decline to deal with them under any circumstances. In 
deference to the two largest chains, my experience shows them to be probably 
less demanding of extracurricular privileges in return for their patronage than 
the average. 

Aiding the expansion and pyramiding of concentrated economic power in the 
retail food field was the rash of mergers and acquisitions of locally operated 
multistore units. 

From 1955 through 1958, 68 chain companies made 160 acquisitions, involving 
2.657 locally operated foodstores with estimated annual sales of $2,824,830,000, 
equaling the grocery store sales in 14 States: Arizona, Arkansas, Delaware, 
Idaho, Montana, Nebraska, Nevada, New Hampshire, New Mexico, North Da- 
kota, Rhode Island, Utah, Vermont, and Wyoming. These mergers and acqui- 
sitions took in the most efficient local multiunit retailers. In many important 
metropolitan areas it has led to very serious concentrations of food sales. 

From 1954 to 1957, while total grocery sales increased 30 percent, and total 
sales for the so-called independents increased 20 percent, the major acquisitive 
chains in the medium-large class increased their share of sales by 49 percent. 
One southern chain, through mergers, increased its total sales by 125 percent in 
this period. 

If this trend is not halted, we can look forward to a gigantic struggle for 
economic power. With fewer desirable locations for new stores, prohibitive land 
costs, and the field about saturated in all communities, the local small chains 








806 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


‘ 
become more enticing for mergerism. Their fine showing, efficient operations, 
sales gains, and somewhat larger stores, are the lure. As a self-defense against 
“pressures,” efficient local multiunit and individual operators will be forced 
into “competitive mergerism,” to protect their market position—thereby lessen- 
ing competition and further pyramiding mass buyer’s power. 

Through mergers, strong local competitive influences are often diluted or 
eliminated. In Erie, Pa., acquisition of two local chains reduced independents 
share of that market from around 63 percent to approximately 37 percent. 
Through acquisition of a local chain approximately 18 percent of retail food 
business in Dallas was absorbed by a large national chain. Similarly, 30 percent 
of Des Moines’ food market was transferred to a large chain. Such abrupt 
changes create serious problems for local wholesalers and suppliers. 

There already is serious concern among farmers and processors of agricultural 
products over the declining diffusion in buying power, which the retail merger 
trend has accelerated. In the Salinas-Watsonville lettuce empire, where once 
50 buyers vied for choice lots and brands and paid commensurate prices, less 
than a dozen of those buyers now call the tune, representing concentrated buy- 
ing power, selecing the most prime lots of the day, without paying the premium 
to which premium quality is entitled, and often not even paying the going averag 
market. With an estimated 75 percent of lettuce sales at retail controlled by 
mass-distributing combines the producer has little alternative but submitting 
to this power. 

The frustrations of many producers mirror a forlorn hopelessness, a resigna- 
tion that retail concentration into fewer and fewer hands is not going to stop, 
that it is no longer economically feasible for a free-enterprising individual to 
assert a desire for self-reliance and individual initiative. 

The following figures focus the magnitude of this power concentration: 

Probably the most important development in retail food distribution has been 
the increase in wholesale-retailer integration. To quote Progressive Grocer, 
“Organized wholesaler-retailer teams are not only the fastest growing element 
in the U.S. food business—but have become the dominant force of food dis- 
tribution. They did 45 percent of total U.S. sales in 1958—compared with 
39 percent for chains and 16 percent for unaffiliated independents.” In 1958, 
545 voluntary-group wholesalers and 195 cooperative-group wholesalers serviced 
92,000 retailers, whose percent of independent store sales rose from 46 percent 
in 1947 to 73 percent in 1958. 

Of the top 25 retailing organizations listed by Progressive Grocer, 12 are vol- 
untary and cooperative wholesaler groups, and 13 are corporate chains. While 
these independent affiliated retailer-wholesaler stores retain their individualistic 
identity, they are just as potent, as part of a concentrated buying combine, as 
if they were part of a corporate chain. Their produce buyers are extremely 
exacting, loaded with all the tricks of the trade. Here is a sampling of larger 
groups, with number of stores they service, which reflects the rising strength of 
these independents: 

Certified Grocers, Los Angeles, over 1,450; Alfred M. Lewis, Inc., Riverside, 
Calif., over 2,100; Certified Grocers, Chicago, over 750; United Grocers, San 
Francisco, over 2,300; Smart & Final Iris, Vernon, Calif., over 1,200; Food 
Marketing Cooperative, Fort Wayne, over 1,000; Frankford Grocery, Phila- 
delphia, over 1,700; Abner A. Wolf, Detroit, over 750; Associated Grocers, St. 
Louis, over 650; Malone & Hyde, Memphis, over 600. 

A number of these do not distribute perishables but their influence on local 
produce markets is important, since many take a strong hand in financing and 
promoting new stores, modernizing and expanding existing stores of their 
retailer affiliates. 

It is apparent that corporate chains are not alone in this race toward con- 
centrated economic power. Combining all types of multistore groupings, we 
find 29,900 supermarkets controlling 68 percent of total food-store dollars through 
only 10 percent of the country’s 285,000 combination food stores. The next 21 per- 
cent, 59,700 superettes, controls 24 percent of the food store dollars. This top 
31 percent of stores, then, controls 92 percent of our food store expenditures. 
The remainder, 195,400 small stores (69 percent of all stores) divides a paltry 
8 percent of store dollars—just about an irreducible minimum. 

In January of 1958, Dr. George L. Mehren, director of the Giannini Foundation 
of Agricultural Economics, said: “In the last 5 years some 80,000 small food 
stores died, and that is about 16,000 a year on the average.” Somewhere I read 
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that we now have 100,000 fewer food stores than in 1949, notwithstanding that 
since World War II the number of business establishments in the United States 
has more than doubled. This is not too difficult to understand when we con- 
sider that the average supermarket in 1958 grossed $1,100,000 (some go as high 
as $3 million), while the small stores averaged around $20,000, and that some 
1,900 supermarkets came into being during 1958, with a similar average for the 
previous 6 years. Thus, an average supermarket is capable of displacing 55 
small “papa and mama” establishments. Then, consider the impact of the top 
5 chains, with 9,349 stores and 22 percent of the food-store business ; or, the power 
of the mighty No. 1 chain with 4,147 stores and 10 percent of the retail food- 
store dollars. 

Ten years ago there were 5,484 families per supermarket, which stocked some 
3,500 items. By 1956 the number of families per supermarket decreased to 
1,760, and items carried neared 5,000—by 1958 the items carried neared 6,000, 
some as many as 9,000 items. This dispersion of customers to more stores forced 
supermarkets to expand into additional nonfood lines to maintain dollar volume, 
Thousands of nonfood stores are feeling the effects of these incursions. Some, 
as the five and dimes, are retaliating by stocking grocery lines, even perishable 
commodities. Supermarkets in the $1 million class last year averaged $52,000 
in sales of nonfood lines, principally health and beauty aids, housewares, maga- 
zines and books, soft goods, toys, records, and stationery. Not- to mention 
cigarettes, which, several years ago, accounted for 17 percent of total U.S. sales. 

Another method for maintaining profits is to drive deeper bargains in procure- 
ment. No class is as vulnerable in this respect as perishable produce, especially 
lettuce which cannot be stored, canned, frozen or dried, and must be started to 
market on the day it reaches proper maturity. Since an estimated 75 percent 
of commercial lettuce is distributed by that 31 percent of outlets controlling 92 
percent of sales, it can become the pawn of mass-buying power whenever the 
whistle is blown. 

Congress, in 1930, enacted the Perishable Agricultural Commodities Act, to 
give the perishable produce industry a higher standard of trading morality, and 
delegated administrative and regulatory responsibilities to the Department of 
Agriculture. During the first decade administrative interpretations and deci- 
sions were so eminently fair that seldom did a disputant decline to abide by 
informal hearings and decisions. As the multiunit food distributors gained in 
size and power, they injected their own legalistic interpretations of the law, and, 
unfortunately, administration of that law leaned in their direction. 

Today, receivers need only yell “unsuitable shipping condition,” demand formal 
hearings, relax for 2 to 4 years, while the day of a decision snarls up in legal 
frustration. Meanwhile, the shipper goes unpaid, evidence is generally weighted 
against the shipper who is thousands of miles away and in poor position to 
determine what conditions may have contributed to deterioration, or the reason 
for breaking of a solemn contract of sale—which, altogether too often, is merely 
a decline in the market that the buyer does not care to assume. At best, the 
Department of Agriculture may suggest a compromise, and therefore, buyers 
know it is to their advantage to use, abuse, and stretch the law, to delay and 
request extensions; until the shipper tires of having his funds tied and accepts 
defeat. If ever a legal arm was overdue for overhauling, this is it. 

Receivers in general now take the attitude that a producer must deliver a 
perfect product that will insure a profit—natural perishability, market fluctua- 
tions, carrier failures, and even delerterious causes contributed by the receiver 
himself, to the contrary notwithstanding. Today’s buyers, and especially the 
mighty high-volume, concentrated-power groups, arrogate to themselves all 
privileges and delegate to the seller all the responsibilities. Definance means 
economic ostracism, no further patronage. Demand fair play, and you land 
on an island, without customers, like losing a bread card in Russia for non- 
subservience. 

The economic loss to producers resulting from the foregoing breakdown in 
trading morals cannot be evaluated accurately, but some estimate it at 25 cents 
for every package of lettuce shipped in an ordinary season—which translates into 
millions of dollars. 

The opposite side of the coin, the huge profits from lettuce at retail, is por- 
trayed in the supervalue study of supermarket operations: ‘Percent margins on 
major product groups range from a low of 6 percent on cigarettes to a high of 
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30.6 percent on fresh fruits and vetegables.” So speaks the supervalue study 
further portraying individual gross profit margins: 


Percent 
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Of $100 spent for produce, $9.40 goes for lettuce alone, which earns 10.9 per- 
cent of the entire produce department’s gross profit margin. And the produce 
department accounts for 8.8 percent of the total store’s sales but contributes 
14 percent of the store’s total gross profit. While lettuce producers in Califor- 
nia during 1957, 1958, and to July 1, 1959, were losing millions, the unique pro- 
curement and retail pricing structure of the superretail combines amassed one 
of the highest profit margins of the entire store—on lettuce. 

It is not my purpose to suggest punitive measures. I would much prefer 
closer, cordial relationships between our producers of perishables and the food 
retailers of the country, in harmony and on live-and-let-live principles. If this 
cannot be achieved voluntarily, the perishables producers must amalgamate 
their sales and distribution resources under one efficient, cooperation-minded 
body. They will be forced to match strength with strength. With or without 
State or Federal marketing programs, oversupplies will have to be curbed, or 
leveled to a volume that consumers can absorb at reasonable, livable prices. 

Without a sensible pattern, the average producer of perishables can hardly 
hope to survive the present, debased free-enterprise climate, at least not over 
the long pull. The very nature of perishable produce implies risk—for the pro- 
ducer, the wholesaler, and the retailer, jointly. Delay in reasserting, reappor- 
tioning these risks equitably, invites eventual extermination of the smaller 
growers and shippers. If that is allowed to happen, then, on the ashes will rise 
mighty grower-shipper moguls with access to huge credits, loans, and other 
operating resources, to take over on a 5-, or 10- or 15-year plan—in all probability 
in concert with the mighty moguls at the retail level. But, definitely, the smaller 
operator at this end is now at the crossroads. 

In deference to the many desirable qualities of supermarket operators, it 
cannot be denied that our American supermarket system is a many-splendored 
thing in the eyes of every housewife; that it contributes immensely to our high 
dietary standards; that it returns to the manufacturer more of the consumer 
dollar than any other retail group; that it does effect much wider distribution 
of products than would otherwise be possible; that its rate-of-velocity pricing 
System is unique and a boon to the consumer; that it is being copied worldwide, 
and that to be imitated is considered a compliment. If only its massive buying 
power were not so forcefully applied at point of procurement of supplies—we 
would gladly contribute orchids of our own to the above lavish bouquet. 


Mr. Roosrvert. The next witness will be Mr. John Dodds, and Mr. 
G. B. Acton, of Stokely-Van Camp, Inc. 

Gentlemen, will you come forward, please? 

Would you raise your right hand, please ? 
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Do you solemnly swear that the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
God? 

Mr. Dopps. I do. 

Mr. Acton. I do. 


TESTIMONY OF JOHN DODDS, ASSISTANT WEST COAST MANAGER, 
STOKELY-VAN CAMP, INC., AND G. B. ACTON, STOKELY-VAN 


CAMP, INC. 


Mr. Roosevett. Gentlemen, I think for the sake of the record and 
those present I should make it clear you are here under subpena of the 
committee, that you did not volunteer to come before us. You have, 
however, been cooperative with the committee, and we want to express 
our appreciation to you for your cooperation with the staff. 

Mr. Moore. Did that subpena include records, information other 


than themselves? 
Mr. Roosevett. No. 


Mr. MacIntyre, do you wish to proceed ? 
Mr. MacInryre. Yes, sir, Mr. Chairman, I have a few questions, 


if I may. " : 
Mr. Dodds, what is your position with the Stokely-Van Camp com- 


pany ? 
Mr. Dopps. I am assistant west coast manager, located in the Oak- 


land offices. 

Mr. MacIntyre. How long have you held that position ? 

Mr. Dopps. About 4 years. 

Mr. MacIntyre. Were you with the company prior to that? 

Mr. Dopps. I was not. 

Mr. MacIntyre. What was your business prior to that? 

Mr. Dopps. I was vice president of Schuckl & Co., a canning firm in 
Sunnyvale, Calif. 

Mr. MacIntyre. You were vice president of that canning company 
for how long? 

Mr. Dopps. Eleven years. 

Mr. McInryre. What were your duties and responsibilities in that 


connection ? 

Mr. Dopps. Principally in the field of sales and as assistant com- 
pany manager. 

Mr. MacIntyre. For how long? 

Mr. Dopps. Eleven years. 

Mr. MacIntyre. And now your principal function is to sell for a 
canner? I mean to sell, as you did 

Mr. Dopps. No, I would not say my principal function is in that 
field. Our operation on the west coast includes both canning and 
freezing, and as assistant west coast manager I do make the contacts 
with the chain buyers, the large buyers, located in this market, on their 
private label purchases. 

Mr. MacIntyre. So you deal directly with the so-called buyers for 
the large chains on California Street here in San Francisco? 

Mr. Dopps. That is correct. 

Mr. MacIntyre. In the selling to them of the goods under their 


private label? 
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Mr. Dopps. That is correct. 

Mr. MacIntyre. Did you perform the same function for Schuck ? 

Mr. Dopps. Yes, sir. 

Mr. MacIntyre. What part of the total sales by Stokely-Van Camp 
go to these large buyers under private labels, in this market ? 

Mr. Dopps. Well, in our west coast production of canned foods, I 
would say in the area of 20 percent. In terms of the company’s overall 
production, including the Midwest output, it would perhaps be 4 or 
5 percent. 

Mr. MacIntyre. But in this market, it is 20 percent. Now, if you 
were to add to it the national brands of your company that you also 
include in sales to them, what would that total rise to from 20? 

Mr. Dopps. Mr. MacIntyre, I cannot answer that question. The 
sales of our featured brands are handled by the sales force in Indian- 
apolis. And those sales are made to the divisions of the chains, rather 
than to the purchasing offices either here or in Milwaukee or in New 
York. 

Mr. MacIntyre. If you were to be faced with a sudden loss of the 
business that you do with them, it would be rather disastrous to your 
company, wouldn’t it? 

Mr. Dopps. I would say it is an important segment of the business, 
yes, sir. 

Mr. MacIntyre. It is very important. 

And when you were with Schucki, you found a larger percentage of 
the business there going to these buyers under the private labels of the 
buyers ? 

Mr. Dopps. Yes, there was a large percentage. 

Mr. MacIntyre. Much larger at Stokely ? 

Mr. Dopps. Yes, sir. 

Mr. MacIntyre. So you would regard it as even more important 
to Schucki than to Stokely ? 

Mr. Dopps. I cannot speak for Schucki & Co. as to their policies or 
feeling as to whether it is important to them or not. 

Mr. MacIntyre. Well, you handled their sales. 

Mr. Dopps. That is correct. That was up until 4 years ago. I am 
now associated with Stokely Van Camp. 

Mr. MacIntyre. Let us speak of then rather than now. It was 
really important, more so then to them than to Stokely now ? 

Mr. Dopps. I would say that is true. 

Mr. MacInryre. Now, as of this time, for Stokely, you have been 
marketing to carlot buyers throughout the United States 14-ounce- 
sre menage catsup, tomato catsup. Do you recall what the prices 

ave been to those carlot buyers per case ? 

Mr. Dopps. Are you speaking of our featured label, Stokely’s Finest, 
the Van Camp label, or the private label ? 

Mr. MacIntyre. Let me speak of the Van Camp label. 

Mr. Dopps. Well, Stokely’s Finest label, our price through the 
early part of this season, as I recall, was at $3.35. ‘That is per case. 

Mr. MacIntyre. That would be the period from—that is through 
February of this year up until when ? 

Mr. Dopps. During that period at some time we followed the same 
pattern as Del Monte and other featured brands. There was a 20- 
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cent allowance. I am sorry I cannot give you the dates of that 
allowance. 

Mr. MacIntyre. But aside from that allowance, it was $3.35 a case 
to all? 

Mr. Dopps. That is correct. 

Mr. MacIntyre. Is that correct? 

Mr. Dopps. Yes, sir. 

Mr. MacIntyre. And f.o.b. California ? 

Mr. Dopps. That is correct. 

Mr. MacIntyre. Now, you did pack, under private label, for some 
of the large chains? 

Mr. Dopps. Only one, sir. 

Mr. MacIntyre. Would you say that what you did pack for them, 
under their private label, was of a quality equal to your Van Camp 
quality ¢ 

Mr. Dopps. Yes, it was. 

Mr. Moore. What is the name of the chain ? 

Mr. Donps. A. & P. 

Mr. MacInryre. And what did you charge A. & P. for that? 

Mr. Dopps. At the time we were $3.35, we charged them $3.15. 
When the 20-cent allowance was on, I recall we reduced the price to 
$3 to maintain a rather tight differential between their private label 
and the featured brand. 

Mr. MacIntyre. And you reduced that on March 26, 1959, to A. & 
P. to $3, didn’t you ? 

Mr. Dopps. 1 would have to check that. 

Mr. MacInryre. Our records show it was that date. 

Mr. Dopps. You may be correct. 

Mr. MacIntyre. Now, you made freight allowance to A. & P. on 
those shipments ? 

Mr. Dopps. No, sir. 

Mr. MacIntyre. On the private label ? 

Mr. Dopps. No, sir. 

Mr. MacIntyre. The catsup ? 

Mr. Dopps. No, sir; not tomy knowledge. 

Mr. MacIntyre. Didn’t you also make private label sales to Winn- 
Dixie? 

Mr. Donps. No, sir. 

Mr. MacIntyre. That was under the Van Camp label. 

Mr. Dopps. Any sales made to Winn-Dixie were probably under 
“Stokely’s Finest” label. 

Mr. MacIntyre. So that quality would have been above Van Camp, 
you think? 

Mr. Dopps. No. The quality isthesame. Our two featured brands 
are tSokely’s Finest and Van Camp. In most sections of the coun- 
try, Stokely’s Finest is the label. 

Mr. MacIntyre. Now, our records show that up until July of this 
year, your sales to Winn-Dixie went at $3.35, the same as the other 
carlot buyers. 

Mr. Dopps. That is correct; on our own label. 

Mr. MacIntyre. But they also show that commencing the first of 
May this year, that those sales went at $3.20. Can you explain to the 
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committee why you gave Winn-Dixie a better deal than you did your 
other carlot buyers? 

Mr. Dopp. Mr. MacIntyre, I cannot, because I had no part in it. 
If there was a concession made to Winn-Dixie in that area, in that 
region, it would have been made by our sales staff in Indianapolis, 

Mr. MacIntyre. So that came from higher up in your company, to 
give Winn-Dixie this advantage ? 

Mr. Dopps. Yes, sir. 

Mr. MacIntyre. So the $3 price to A. & P. and the $3.20 price to 
Winn-Dixie were made—those prices were made as a result of deci- 
sions higher up in your company # 

Mr. Dopps. Mr. MacIntyre, no. The $3 price on catsup to the 
A. & P. was made by me, and by our organization here. The Winn- 
Dixie sale—any Winn-Dixie sale on our featured brand was not made 
to the Winn-Dixie buyer in San Francisco. It was made to one of the 
divisions of Winn-Dixie Stores by our sales people there. 

Mr. MacInryre. Well, will you explain to the committee why you 
made A. & P. a $3 price while you were charging other carlot buyers 
$3.35 for the same quality catsup ? 

Mr. Dopps. We did not, sir. At $3.35, we were charging A. & P. 
$3.15. Normally, in catsup, between a featured brand and private 
label, it is assumed that there should be somewhere in the neighbor- 
hood of a 25-cent differential. 

Mr. MacIntyre. Why? 

Mr. Dopps. It is a cent a jar—a cent a bottle. 

Mr. Roosevett. Is there any difference in quality ? 

Mr. Dopps. No; no difference in quality. 

Mr. Roosrevett. So the public is buying exactly the same item un- 
der two different labels, and paying the same price for them, al- 
though to one of the individuals they are getting them at a lot lower 
price, but the consumer is not getting the advantage of that lower 
price; is that correct ? 

Mr. Dopps. That may be true in the end point, Mr. Chairman. 

But bear in mind that on these featured labels we do spend a 
great deal in advertising and in sales effort, in promotion, that is not 
the case on private label sales. 

Mr. Roosevetr. But it is still exactly the same thing pouring out 
of the bottle? 

Mr. Dopps. No; it is not. You asked about equal quality. 
A. & P. catsup, for example, is made specifically to their formula. 
But the basic quality of the product is approximately equal to ours, 
and the cost approximately equal. 

Mr. Roosrvetr. Thank you, sir. 

Mr. MacIntyre. Now, I would like to ask you a question or so 
about yellow cling peaches. 

Our records show that during the early part of this year you made 
sales to A. & P., 2% size, yellow cling peaches, under their brand, 
A. & P. brand, of $5.40. Do you recall those prices ? 

Mr. Dopps. That is seleblien correct. 

Mr. MacIntyre. How does that quality, A. & P. brand, compare 
with the Stokely brand ? 

Mr. Dopps. I would say it was equal. 
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Mr. MacIntyre. And our records show that you charged your 
other carlot buyers $6.50 during that period for your brand. Do 
you recall those prices? 

" Mr. Dopps. That is correct. 

Mr. MacInryre. How can you explain that difference in favor of 
A. & P. to the extent of $1.30 a case ? 

Mr. Dopps. Well, it is an abnormal differential. Obviously, I 
have no explanation for it, except the pressure of supply on the part 
of private label sellers. 

Mr. Roosrvetr. The pressure on the part of private label sellers? 

Mr. Dopps. You see, in the time you refer to, in the spring of this 
year, it became apparent that there would be a sizable carryover of 
cling peaches. And also a bumper crop in the offing. And there 
were adjustments downward particularly on the standard grade, 
more so than the choice grade that you are talking about, to ap- 
proach what might be considered replacement cost on the new crop, 
or what was our estimate of replacement cost. 

Mr. Roosevett. Isn’t that same pressure applicable to the other 
people ? 

Mr. Dovps. Not so great. 

Mr. Roosrvetr. Why is the pressure just on the private label people ? 

Mr. Dopps. Not so great on the featured brands, because they had 
been moving fairly well, and it is a question of getting as much as 
you can get for them. 

Mr. Moore. For the regular brand. 

Mr. Dopps. Yes; certainly. 

Mr. MacInryre. So you didn’t find the pressure so great but what 
you could get the $6.50 price for your own brands in the sales to the 
carlot buyers who are located throughout the country ? 

Mr. Dopps. That is correct. 

Mr. Roosrvett. Are you trying to tell us that the pressure on the 
private label people is because their product didn’t move, and the na- 
tionally advertised products did move? 

Mr. Donps. I think a year ago in general that was true, because 
most of the nationally advertised brands people were actually in the 
market to buy peaches, and there were a good many bought from 
independents to fill their needs. 

Mr. MacIntyre. Would the committee be correct. in its understand- 
ing of what you have said to take it to mean that you gave these lower 
prices to these few buyers of private label goods because there are 
so few, and the pressure on the supply side was so great from so 
many ¢ 

Mr. Dopps. No. 

Mr. MacIntyre. Well, what is the answer ? 

Mr. Dopps. Because there are many, many private label buyers in 
the country. We happen to sell to relatively few of them, because we 
have not adequate production capacity to expand that field of our 
activities. 

Mr. MacIntyre. The record shows, though, that you gave these 
very low prices to the private label buyers here on California Street. 

Mr. Dopps. We only met competition, sir, in doing that. 

Mr. MacIntyre. Now, we are getting to it. The competition that 
you met on California Street, then, was the pressure making it neces- 
sary for you to lower the prices to the levels indicated? __ 
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Mr. Dopps. There was no pressure put upon us to lower the prices. 
There were enough canners willing to offer and sell peaches at that 
price, that it apparently established a market. 

Mr. MacIn‘ryre. To these few buyers on California Street ? 

Mr. Dopps. Everywhere, so far as I know, for private label use. 

Mr. MacIntyre. Do you have any evidence that you sold carlot 
buyers on private labels, that is the wholesalers, on these prices you 
sold A. & P.? 

Mr. Dopps. No. 

i Mr. MacIntyre. The pressure wasn’t as great there as it was from 
A.&P.? 

Mr. Dopps. We sold them no private label. Had we sold private 
label, we would have sold at those prices. 

Mr. MacIntyre. But it was the same quality merchandise ? 

Mr. Dopps. That is right. 

Mr. Roosevett. Do you negotiate those prices directly? When you 
say there were others willing to sell at this price—are you intimating 
you always follow somebody else, and therefore don’t directly nego- 
tiate the price ? 

Mr. Dopps. I would say, Mr. Chairman, in the majority of cases 
we do, because our business is principally in the featured brand field, 
and it is not our intention in dealing with a few private label buyers 
on a supply program, to attempt to set the private label market. 

Mr. Roosevett. Will you explain to me, when the California Street 
buyer, from one of these chains comes in to you, and you have made a 
reservation, I presume, to set the price for the firm order, what does 
he say to you? 

Mr. Dopps. Well, he may give an indication that he has got a price 
from a number of suppliers. It is up to us whether we wish to accept 
it or turn it down. 

Mr. MacIntyre. And if you turn it down, you consider you would 
lose the business ? 

Mr. Dopps. Normally if we turned it down, we would do it volun- 
tarily, and consider we would wait, if we expected the market to ad- 
vance, until some change took place. And we have done that. 

Mr. Moore. To your own profit in instances—and to your losses in 
other instances ? 

Mr. Dopps. That is right. 

Mr. Moorr. You don’t know how your hole card looks until the time 
comes ? 

Mr. Dopps. That is right. 

Mr. MacInryre. Now, the answer you have given with respect to 
the private label prices on yellow cling peaches given to A. & P., would 
apply also to the prices, the low prices that you made to Safeway, 
Broger, First National, American Stores, and Winn-Dixie, wouldn’t 
the 

Your answer would be the same regarding the reasons why you 
made them ? 

a Dopps. I don’t know where the Winn-Dixie comes into the 
record. 

Mr. MacIntyre. I stand corrected. That was $6.50. 

Mr. Dopps. All right, thank you, sir. 
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Mr. MacIntyre. The same as the other buyers. / 

But, up to that point, your answers oe these other low prices 
would - the same as you have given regarding the low prices to 
A. & P.? 

Mr. Dopps. That is correct. 

Mr. MacInryre. That is the —— pressures that you were 
up against in dealing with the sale of private label goods to buyers on 
California Street, is that correct ? 

Mr. Dopps. That is correct. 

Mr. MacInryrz. I believe that is all, Mr. Chairman. 

Mr. Roosrverr. Are there any occasions that you can document 
where you feel that you have actually set the price for the buyer who 
has come in to you, rather than his coming in and saying, “We have 
been offered such and such a price,” and giving you an option to take it 
or not? 

Mr. Dopps. No. Mr. Chairman, in all frankness, I would have to 
search our files to document a situation of that type for you. I think 
every canner, and the firm I represent is no exception, occasionally 
finds it is long in items, particularly of some lower grades. We will 
make some arrangements to move them. Whether it be in the direc- 
tion of the chains or through other outlets, through our broker, sales 
organization, or elsewhere, is open. 

Mr. Roosrvetr. In other words, there are times when in order to 
move something, you probably would initiate the price? 

Mr. Dopps. Yes. 

Mr. Roosrveir. Are there any other special allowances which you 
make at any time, besides this discount ¢ 

Mr. Dopps. In terms of 

Mr. Roosevetr. I am talking about advertised brands. 

Mr. Dopps. Yes, there are often a good many. We have display 
allowance programs, we have various types of promotion allowances 
from time to time. 

Mr. Rooseveitr. Well, when you make those, what is the machinery 
of your company to make them uniformly available to everybody ? 

Mr. Dopps. Well, they are immediately available to all of our direct 
buyers, uniformly. 

Mr. Roosevett. How do you inform them of the fact that you have 
made such an arrangement with company X ? 

Mr. Dopps. Any promotion that we engage in, we announce through 
our brokers and sales organization to the trade as a whole. 

Mr. Roosevetr. At no time, then, do you directly negotiate with 
an individual for those allowances? In other words, are you telling 
me that these are all the result of a national announcement, or open 
announcement? 

Mr. Dopps. Either national or regional, Mr. Chairman. 

Mr. Roosrevetr. And at no time do you specifically negotiate them 
with a customer? 

Mr. Dopps. I can’t answer that, because our general sales manager 
in Indianapolis may on occasion have negotiated such arrangements. 
It is not the usual thing. 

Mr. Roosevett. Specifically, then, will you ask that question and 
provide it to the committee—because that is, of course, the crux of 
the matter. If there are individual negotiations which are not avail- 
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able to the rest of your customers, that is a matter that the committee 
wants to know about. 

Mr. Dopps. Should I make a note of that question, Mr. Chairman ? 

Mr. Roosevett. Would you, please? 

Mr. MacInryre. Mr. Chairman, I would like to suggest that veri- 
fication be made if that such allowances were available, made known 
to, as to all terms and conditions, and make available to each of the 
customers. And I would like to ask an extra question or so about the 
peaches before we leave the matter, if I may. 

Mr. Dodds, on the yellow cling peaches, your sales to the chainstore 
organizations, buying through their California Street offices, under 
private labels, were made with freight allowances, were they not? 

Mr. Dopps. No. 

Mr. MacIntyre. Anything that they tell us about freight allow- 
ances we shouldn’t believe, then ? 

Mr. Dopps. Well, there are occasions where freight allowances may 
be involved, when there is a shipment taken direct from a canning 
plant. 1 don’t recall in general, except under rather unusual or 
temporary circumstances, where we have granted as a pattern freight 
allowances on shipments to the chains. 

Mr. Macintyre. But you have done that frequently on carlot ship- 
ments away from the canning plant ? 

Mr. Dopps. No, I would say not. Normally it would more often 
be reflected in price than freight allowance. 

Mr. Roosrvetr. Well, wait a minute 

Mr. MacIntyre. That is, with the amount of the freight being 
taken off the invoice, is that what you mean ? 

Mr. Roosevetr. In other words, you give them a freight allowance 
in the form of a lower price ? 

Mr. Dopps. That could be—in moving a volume of merchandise 
under a distressed condition. However, I think I know what you are 
driving at. There are freight allowances being offered. At the 
moment we have not generally offered those freight allowances. I 
speak as an individual. 

Mr. MacIntyre. But you have done that frequently ? 

Mr. Dopps. No. 

Mr. MacIntyre. Even though you don’t do it generally ? 

Mr. Dopps. No. 

Mr. Moore. There is not an awful lot of difference between fre- 
quently and generally. Let’s ask him. 

Do you as a company deal in them, in your everyday operation— 
freight allowances? 

Mr. Dopps. No, not in private label. 

Mr. Roosevett. In other words, there are special occasions ? 

Mr. Dopps. There would be; yes, sir. 

Mr. Roosrve.t. How frequently, and for what reason do they take 
place on special occasions ? 

Mr. Dopps. For example, one of our customers was strikebound in 
New York City. He normally ships to that market by steamer. The 
strike at the time was about to be settled. He asked if it would be 
possible for us to cooperate to the extent of getting these rolling in 
rail cars out of our plant at Orville and give a reasonable freight 
allowance to the dock to offset his expense in moving them by rail? 
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We gave an allowance, which was actually less than it would cost 
us to move the goods to the dock. 

Mr. Roosevett. Well, there are certain angles that I won’t com- 
ment on at the present time. fi , 

I think in general, then, what you are saying is that if a customer 
has a special situation which you think has affected his competitive 
position, you try to do something to ameliorate that situation for him? 

Mr. Dopps. We may do that; yes, sir. 

Mr. MacIntyre. Do you recall of any instance where you gave a 
freight allowance to a wholesale grocer in carlot quantities? = —_ 

Mr. Dopps. Yes, sir. We give freight allowances to a small business. 
wholesaler, not so small, in San Francisco, on private label mer- 
chandise, because we quote f.o.b. plants or bay area shipping points, 
and we give him allowances on private label goods from our plants, 
to his places at San Francisco and Sacramento. 

Mr. MacIntyre. To any other wholesaler outside of the State? 

Mr. Dopps. No, sir. We have no private label sales. 

Mr. MacIntyre. Mr. Chairman, I do not find it necessary to ask 
Mr. Acton any questions. 

I do want to point out, though, that the $1.30 differential on the 
peaches Mr. Dodds has told us about exceeds the total amount the 
growers representatives informed us yesterday that the growers 
grossed on their sale of peaches. That is, A. & P. had that much of an 
advantage over the other buyers. 

Mr. Dopps. Did you put that in the form of a question, or was it a 
statement ? 

Mr. MacIntyre. No, it was a comment. 

Mr. Roosevetr. I would be very happy to have you comment, if 
you care to. 

Mr. Dopps. Mr. Chairman, it was not A. & P.’s advantage over 
other buyers, because to the best of my knowledge all private label 
buyers had the same price. 

Mr. MacIntyre. But it was an advantage over the wholesale buy- 
ers that were buying the same quality merchandise under your label ? 

Mr. Dopps. Most wholesalers are also engaged in private label busi- 
ness, and I assume they had that price available to them at that time. 

Mr. Roosevertr. Mr. Dodds, are you familiar with your central 
advertising department publication of July 24, 1959, in which is 
listed— 
if two ads are not run on a given product, in a performance period, the allowance 
may be earned by running two makeup ads in that group during the next per- 


formance period— 
and then you list the basis of payment and you describe the products, 
including the discount rate per case. Would you like to look at it? 

Mr. Dopps. Yes. That seems to be it. Yes, that is our regular 
Van Camp brand cooperative allowance to Van Camp pork and beans, 
and the other Van Camp products. 

Mr. Roosrvett. Now, he must have put this out as a result of in- 
formation from you, is that correct ? 

Mr. Dopps. That is correct. 

Mr. Roosevetr. And there are various others which describe dif- 


ferent other allowances which have been made and the amounts per 
case. 








818 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 

Would you supply the committee with the material by which you 
advised all of your purchasers that these allowances were available? 

Mr. Dopps. Yes, we can do that. 

Mr. Moore. May I ask a question, Mr. Chairman ? 

Sir, in regard to the compiling of this material, will this necessitate 
any great expense upon your part or the part of your company ? 

Mr. Dopps. Pardon me? 

Mr. Moore. In furnishing the committee with the material re- 
quested, will this involve any great expense ? 

Mr. Dopps. No, we have copies of all the bulletins that have been 
sent out. They are uniform. 

Mr. Roosevett. That is my point, Mr. Moore—if they are uniform 
and everybody is getting them, they certainly must have an extra 
copy around. 

Mr. Moore. I realize that. But the manpower and the necessity of 
digging it all out—my question is asked to give every consideration to 
the witness. 

Mr. Roosevetr. I don’t want all of it. 

Mr. Dopps. I know. What you want to show is that it is not a 
special offer to Safeway Stores. 

Mr. Acron. You just want one copy ? 

Mr. Rooseveur. Yes. And certification by you as to who in general 
they were sent to. 

Mr. Sreep. Maybe I am a little confused by something you said. 
What is the definition of a private label ? 

Mr. Dopps. Well, a private label is a commodity that is packed un- 
der a buyer’s brand, a brand that he owns and controls. And nor- 
mally he will furnish labels of his brand for that product. 

Mr. Streep. When you speak of the fact that wholesalers deal with 
private brands, you mean that the wholesalers might have his own 
private brand ? 

Mr. Dopps. Yes, most of them do. Even some very small ones have 
private labels. 

Mr. Streep. But he won’t be dealing with a private brand that some- 
one else owned, the wholesaler ? 

Mr. Dopps. No, not normally. It is his own brand. 
aT Streep. That is what I was confused about. Thank you. That 
is all. 

Mr. Roosrvetr. Mr. Moore? 

Mr. Moore. In arriving at the price you set on your products, either 
by carload lot or box, or whatever the price area is, do you usually 
follow that which is set by the other canners, or the other processors ? 
Does a certain figure eventually come to be the price of that day, at 
that hour? 

Mr. Dopps. I would say that is general in the private label field. 
We are not always uniform on featured brands. In some instances, 
we pack products with a little stronger consumer franchise, where we 
can get a bit more for them than another featured label, and other 
instances. 

Mr. Moore. That is as a direct result of your own promotional ac- 
tivities with respect to that brand. 

Mr. Donps. That is right, sir. 
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Mr. Moors. Now, your overall] business—what is your volume of 
business per year ? 

Mr. Dopps. The total volume is about $160 million. 

Mr. Moore. Are we talking about the California division ? 

Mr. Dopps. No, I was talking about the company as a whole. 

Mr. Moore. What part of the company’s business is California 
business ? 

Mr. Dopps. About $75 million. 

Mr. Moore. Is that under your direct control ? 

Mr. Dopps. Mine, and my immediate superior, Mr. William Foster. 

Mr. Moore. Is hea Californian ? 

Mr. Dopps. Yes, a vice president of our company, in California, and 
heads up the west coast division. 

Mr. Moore. Of the overall production you engage in, what per- 
centage of it goes for your own label? I am talking about California 
now. 

Mr. Dopps. Well, in canned goods I would say approximately 80 
percent—about 20 percent of it going to the private label people. 

Mr. Moore. Twenty percent of it goes into private label ? 

Mr. Dopps. That is an estimate, sir. If you want an accurate 
figure 

Mr. Moore. I realize you are speaking in generalities, trying to get 
as close to that which you think is the actual figure. 

Mr. Dopps. That is right. 

Mr. Moore. Now, of the private label business, what national or 
local chain has—and I understand that you only do—your private 
label business with a select few. What national chain do you do a 
greater percentage of that 20 percent total with ? 

Mr. Dopps. Well, about the only comment I could make to that is 
that I believe we do approximately a related volume to the chain’s size. 

Mr. Moore. That is a good way to confuse me. Who do you do 
business with ? 

Mr. Dopps. A. & P., Kroger, American Stores, First National, Safe- 
way, and Topco. 

In addition to some local people that I mentioned previously in 
San Francisco. 

Mr. Moore. Well, then, to get back to your other answer, your 
percentage of business, of those that you named, corresponds to their 
size in the overall national market. 

Mr. Dopps. Pretty much, yes. I mean we do more with A. & P. 
than with Kroger’s. 

Mr. Streep. How long has this private label business been in the 
canning industry? Is it something comparatively new, or has it been 
usual in the industry for a long time? 

Mr. Dopps. The first season I worked in a canning plant was in 
1924, and I recall putting private labels around cans at that time. 

Mr. Sreep. Is it a more prevalent practice now than it was back in 
those days, or about the same ? 

Mr. Dopps. I don’t know. I really don’t know. 

Mr. Sreep. It is not any new gimmick that has come into the 
industry ? 

Mr. Dopps. No. 
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Mr. Moore. Then as a canner or processor, you are not at the eco- 
nomic end—the wrong end of this economic whip in deahng with the 
private label people, because your company basically does 80 percent 
of its business for its own product. 

Mr. Dopps. That is right. 

Mr. Moore. Now, let’s talk about A. & P. for awhile here. You 
say that you perhaps do more business with them, and that it is on a 
give-and-take basis. You have also testified that some time when a 
buyer comes in and tells you what the price is, you have turned him 
down. Have you ever turned A. & P. down? 

Mr. Dopps. Yes, sir. 

Mr. Moore. When they have come in and said this is the price we 
will pay for something, you have said—— 

Mr. Dopps. They have never come in and said this is the price we 
will pay, except to say—and we are aware from other sources than 
from A. & P. of the market situation. But there have been occasions 
when we have been unwilling to meet that market situation, and said 
we will take our chances and wait it out. 

Mr. Moore. I want to be perfectly clear that I am not in any sense 
attempting to draw any conclusion from you that would reflect un- 
favorably upon A. & P. and I take it by your answers that you don’t 
intend so to bring about a reflection. 

Mr. Dopps. That is right. 

Mr. Moore. But we are here trying to determine where this unfair- 
ness exists because of the large buying power that is in the hands of 
these people—where that unfairness brings itself to bear. And I 
am trying to develop in my questions to you does A. & P., simply 
because of the fact that you do a greater private label business with 
them than others do, do they bring that economic force to bear on 
your business, and the answer, you say, is no? 

Mr. Dopps. That is correct. 

Mr. Moore. I have no further questions. 

Mr. Roosrevett. Mr. Brown ? 

Mr. Brown. Has your company in the past year offered to sell any 
private label merchandise to 1 of the 10 largest national food chain 
companies at a lower price or with a special allowance of any kind 
that you did not simultaneously offer to a local or regional super- 
market operator who was big enough to maintain his own warehouse? 

Mr. Dopps. I think the answer to your question, Mr. Brown, is 
affirmative, because we have not—we do not generally offer private 
label over the country to various, as you refer to them, small chain- 
stores with the warehouse. We have offered, and have sold at the 
same prices, with the same allowances, private label merchandise, as 
I mentioned earlier, to one of the local wholesalers here, that we are 
supplying some private label merchandise. 

Mr. Brown. Thank you, Mr. Chairman. 

Mr. Roosevett. Mr. Avery ? 

Mr. Avery. Thank you, Mr. Chairman. 

This first question has nothing to do with price. It is more a 
matter of curiosity. I assume from what you said during the canning 
season that you might can 10,000 No. 214 cans of peaches No. 1 quality, 
and they might end up with almost any label on that would be com- 
mensurate with that quality. That is, 1t might be A. & P.’s, whatever 
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their label is called, or it might be your Stokely label, or whatever the 
case might be; is that correct ? 

Mr. Dopps. That is correct. 

Mr. Avery. Every time you can a can of peaches, you don’t imme- 
diately put the label on ¢ 

Mr. Dopps. Not necessarily so. 

Mr. Avery. Now, briefly on this $5.40 cent price to A. & P.—it 
seems to me there is another way of approaching this. 

Isn’t it reasonable to assume that other chains might have gotten 
the same quality of peaches at even a less price than that from some 
other canner? Doesn’t it become a matter of personal judgment on 
when is the time to sell and buy, just like when you bill a carload of 
fat cattle to a commission company on a depressed market—it becomes 
strictly a matter of judgment on the part of the salesman as to when 
to sell the cattle? And that is about the position you are in with the 
peaches? Is that not correct ? 

Mr. Dopps. In general, that is correct. We had a situation that 
might give you an example of it—in 214 standard sliced peaches last 
spring, where the market just dropped down because of the pressure 
of supply. There were just too many of them around. We had too 
many and everybody else did. 

Mr. Roosevetr. In a situation such as that, you could afford to stay 
off the market and feel when this situation cured itself, maybe you 
would get back in, and you would exercise your judgment as to stay 
off or what? What happens to the little canner, who has got payments 
to meet? He can’t dothat; can he? He is really caught in a squeeze; 
is that correct ? 

Mr. Dopps. Under some circumstances, possibly so. I cannot answer 
for them. 

Mr. Roosevett. But I am just asking your opinion. In general, this 
would probably be true. In other words, the position of the smaller 
canner would not be quite as advantageous as yours would be under 
such circumstances. You would have a little more leeway from the 
point of view of exercising your judgment. 

Mr. Dopps. Some of my smaller canner friends seem to talk a little 
sounder than my management indicates that we are. 

Mr. Roosrvetr. Well, the reason I asked the question of you— 
you were with the Schuskl people, and you have seen some of the 
other side of the coin, too. 

Mr. Dopps. That is right. 

Mr. Roosevetr. That is why I wanted to get your opinion. 

Mr. Moore. May [ask a question, Mr. Chairman ? 

Mr. Roosevett. Mr. Avery has the floor. 

Mr. Moore. Will you yield to me, sir? 

Mr. Avery. I shall yield to you. 

Mr. Moore. When these situations occur, and the market is de- 
pressed, and we have got out here on the vine these little canners, 
do you—and you have got these peaches coming out your ears, too— 
do you, as a big canner—and I hope I am not doing violence to your 
position in the business—do you ever go out and buy peaches from 
these people that have gotten them canned ? 

Mr. Dopps. We bought peaches last year. 

Mr. Moore. I am talking about from the little canner. 
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Mr. Dopps. Yes; we bought peaches last year. 

Mr. Moore. Is that a practice 9 you indulge in as a big canner gen- 
erally ? 

Mr. Dopps. I would say—we are in the canning business. Our 
intention is to pack our needs. But it is not unusual at all that we 
fall short of the needs for our own label, plus our regular supply 
programs with those we are working with. 

Mr. Moore. You as a canner are dealing with a canner? 

Mr. Dopps. Yes. 

Mr. Moors. And you do have occasions then to go into the market 
and buy from a smaller canner or an independent as the case might be ? 

Mr. Dopps. That is true. 

Mr. Avery. I have no further questions, Mr. Chairman. 

Mr. Roosrvetr. The last question that you responded to Mr. Moore 
about, in such circumstances as that, under what conditions do you 
negotiate with the small canner that. you have gone into the market 
to buy some of his peaches ? 

Mr. Dopps. W ell, a normal intercanner’s sale is made usually at the 
independent’s price, or his list price, less 5 percent, which is intended 
to cover the normal 214-percent brokerage that the purchaser has to 
pay, plus 214 percent for the handling, and so on. 

Mr. Roosrverr. In other words, you are buying his product, and 
turn around and distribute it to the ‘public under somebody else’s brand 
or under your brand, is that correct ? 

Mr. Dopps. Yes. 

Mr. Roosrvett. And there is no information to the public of any 
kind that this is not originally your product ? 

Mr. Dopps. No; we examine it. We know—standards in the can- 
ning industry are pretty well fixed, and generally a choice quality is 
pretty much the same. 

Mr. Roosrveir. You see the thing I am getting at. You know we 
have been whipping some other people to determine around here about 
honesty and openness. You spend an awful lot of money advertising, 
don’t you? 

Mr. Dopps. Yes. 

Mr. Roosrverr. What do you advertise? Stokely; is that right? 

Mr. Dopps. That is right. 

Mr. Roosevett. And then isn’t it possible and conceivable when the 
fellow buys as a result of that advertising a Stokely product, he is not 
getting Stokely peomete at all? He is getting Mr. John Jones’ prod- 
uct you bought, because you were short ? 

Mr. Donpps. He is getting a Stokely product, Mr. Chairman. 

Mr. Roosevert. Just because you put the label on? 

Mr. Dopps. Just because we didn’t pack it and manufacture it—and 
there are other items. 

Mr. Roosrvett. Do you open up the can? 

Mr. Dopps. No. 

Mr. Roosrvertt. What do you do? You just put the label on it it; 
don’t you? 

Mr. Dopps. That is right. 

Mr. Roosrvetr. So the public, which is pressured by the advertising 


method of buying a Stokely product, may be buying a John Jones’ 
product ? 
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Mr. Dopps. My only point—— 
= Roosevetr. Mr. Steed says a rose by any other name is a sliced 
each 
; Mr. Dopps. Whether the manager of our plant put the peaches in 
the can and canned them, or whether Schuck] & Co. of Sunnyvale does 
it, is not too material to the quality of the product. 

"Mr. Roosrvetr. You don’t tell that to the public. 

Mr. Dopps. Del Monte, Libby, Stokely do that. But they are ad- 
vertising the brand and the product. 

Mr. Roosrverr. You are not adv ertising the label. 

Mr. Moorr. The quality is what you are emphasizing. 

Mr. Dopps. The quality is there. 

Mr. Roosrvetr. You are advertising the quality of Stokely. 

Mr. Dopps. Certainly. 

Mr. Roosrveit. You are not advertising anything else to the house- 
wife. And that is what she is paying for. That is ‘what she is paying 
a premium for, over the other thing; isn’t that correct ? 

Mr. Dopps. That is correct. 

Mr. Roosrvett. OK. 

Mr. Moore. Will the gentleman yield? 

Mr. Rooseverr. I will be happy to yield. 

Mr. Moore. Aren’t you in substance in your advertising saying, 
when that housewife opens that can, she is going to be assured that 
the material, the substance, whatever is in that can, is of a certain 
quality ? 

Mr. Dopps. That is so. 

Mr. Moors. There is no magic in the word “Stokely”—if it is not 
inside the can—I mean by the label you put on the outside. 

Now, in these purchases you make, I assume that you have your 
individuals check as to the quality. 

Mr. Dopps. Always. 

Mr. Moore. There isn’t any question in your mind that it is Stokely 
quality that they are getting even though you are buying from an inde- 
pendent canner? 

Mr. Dopps. You are right, sir. 

Mr. Moors. Now, do you have any favorite independent canners 
that you go to? 

Mr. Dopps. No. 

Mr. Moors. When this situation exists, you don’t have down the 
line an independent canner which you say, “John, I might next week 
use some, if your price is right.” I am trying to get this thing work- 
ing in reverse down to the small independent canner, by the economic 
power that is in your hands. 

Mr. Dopps. There are to my mind better independent canners than 
others. And it is only normal we would go to those that we feel do the 
best job of packing initially, for supplies. 

Mr. Moore. I think also you hav e answered what could conceivably 
disturb the committee, in that it is the independents’ price, less 5 
percent. That is generally the price situation applicable to your buy- 
ing or anybody’s 

Mr. Dopps ‘Yes. 

Mr. Avery. Now, will the gentleman yield to me? 
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There is one more item we ought to touch on here. Maybe we are 
distorting this clear out of its proper proportion. What percent of 
Stokely’s peaches would you not have canned in 1 year? 

Mr. Dopps. I would say, normally, we can our requirements. Last 
year we fell a little short. If the canner friends are interested, we 
have again this year. 

Mr. Avery. On a 10-year average, could you suggest a percentage 

oint ? 
. Mr. Dopps. No, I cannot. I would have to go back here year to 
year, because, as I say, it is our intention to pack our requirements. 

Mr. Avery. Last year you didn’t buy any ? 

Mr. Donvps. Last year we bought. 

Mr. Avery. 1958 you didn’t buy any ? 

Mr. Dopps. Yes, we bought in 1958, and we are buying some again 
this year. 

Mr. Avery. Did you buy in 1957? 

Mr. Dopps. I don’t believe we did in 1957. 

Mr. Avery. So, relatively, it is a very minute proportion of your 
total sales that you buy of another canner? So we are probably dis- 
torting this item clear out of its proper proportion ? 

Mr. Dopps. Yes, sir. 

Mr. Roosrverr. I don’t want to belabor this point, but I must say 
I am impressed, because while it may not be a very heavy volume in 
the canner’s end of it, it certainly is true that the difference between 
your private label and your advertised label, as far as quality is con- 
concerned—now, you have told Mr. Moore that the only thing, really 
that the public is interested in is the quality. The private label and 
the advertised label are the same quality—roughly the same quality, 
with practically no difference—but that the housewife is paying a 
higher price for the advertised brand on the basis of the amount of 
cost that goes into that advertising. But what is the public getting 
as the result of that advertising ? 

Mr. Dopps. Mr. Chairman, she may or may not be paying a higher 
esa" In some instances, it may actually be lower. It depends on 
10w the private label is distributed and the costs of distribution, and 
what they do in labeling. 

Mr. Roosevetr. But, in general, it is higher. I think there is no 
question about that. 

Mr. Dopps. I think you will find a little label, such as S. & W., 
is Pe oa higher than some of the featured brands. 

fr. Roosrvett. Isn’t Del Monte higher, for instance? There is no 
question about it, is there? 

Mr. Dopps. I think you will find that S. & W. are higher than Del 
Monte, because of their method of distribution. 

Mr. Roosevett. Isn’t Del Monte higher than most of the private 
labels that they are competing for on the grocery shelf? 

Mr. Dopps. Certainly. 

Mr. Moore. So is Stokely, is it not? 

Mr. Dopps. Certainly. So is Libby. 

Mr. Roosrvett. So what the public is buying and paying more for 
is really nothing of an improvement in the way of quality for them. 

Mr. Dopps. Well, it may be. After all, if you are sticking with a 
brand, a Stokely brand, or any other reliable one, it is our business 
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to guarantee to that consumer a uniform consistent quality in the 
product. 

Mr. Roosevett. Isn’t the proper thing for the public to know, when 
A. & P. puts out its own dun and not manufacturing that brand. 
that Stokely, or California Packing Co., is actually packing it, and 
this is the private label for retail purposes, not for manufacturing 
purposes at all? So the public should have that information, don’t 
you think so? 

Mr. Dopps. I have no comment. 

Mr. Sreep. Are all these sizes standard? Are all the sizes of cans 
standard, or does the private label pack a smaller can that could be 
mistaken for a 214? 

Mr. Dopps. No; the can sizes are pretty well standardized. 

Mr. Sreep. Some years ago there was some complaint about that. 
Has that been eliminated from the industry ? 

Mr. Dopps. Yes; they are pretty generally standardized now. There 
may be a little difference in the 303, 300 group. But 2% are stand- 
ard, and 8 ounce. 

Mr. Streep. What is the difference between a 303 and a 214 % 

Mr. Dopps. Well, a 303 has an approximate capacity of 16 ounces, 
and the 214 about 30 ounces. It is approximately a quart and a pint. 

Mr. Sreep. Is that standardization something the industry has 
adopted, or is it a matter of law ? 

Mr. Dopps. No; it has been industry adopted. 

Mr. Sreep. Do you get into any of this business of where they have 
a false bottom in the bottle or something like that, so it appears to be 
the same amount ? 

Mr. Dovps. I don’t think we put any false bottoms in the cans; no 
sir, 
Mr. Sreep. I know you won’t on your own label. But I didn’t know 
whether you had any private labels that came out that way. 

Mr. Donps. No. 

Mr. Sreep. That is all. 

Mr. Brown. Did you purchase any canned cranberries from any 
packers this year ? 

Mr. Dopps. I don’t know. 

Mr. Brown. I know that the industry is quite disturbed over that, 
as everybody is. That is quite a problem of quality control there. 
Did you pack any west coast cranberries this year ? 

Mr. Dopps. No; not west coast. We packed some from the Mid- 
west. 

Mr. Brown. Thank you. 

Mr. Roosrvetr. Mr. Dodds, I just want to say that the point of my 
question was that this is a practice which is true in many other fields. 
We have had it presented to the committee in the gasoline field, for in- 
stance, where brands would be bought by the public in a so-called non- 
advertised brand, which would be exactly the same as the advertised 
brand. And we have had this same problem in nearly every other 
field. And I felt as long as the whole subject matter was being 
raised in other relationships, that we ought to see how widespread, 
and if it was also true in this field. And that is the reason. 

Mr. Sreep. Mr. Chairman, since it has been brought up, I don’t 
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know how serious this cranberry thing is, but it apparently can cause 
a lot of damage to all sorts of people in the business. 

Is that sort of an impact from the public health standpoint, or out- 
side authority of that sort, either State or Federal, a frequent thing, 
or is this just a very unusual situation ¢ 

Mr. Dopps. I don’t know a thing about cranberries, sir. 

sc Rooseve.t. In anything. Do you have this problem very 
often ¢ 

Mr. Streep. This situation that developed yesterday about question- 
ing their safety, and, of course, you know what that does to the pub- 
lic. And I can see where that could have a very severe impact on 
somebody, someplace. And since the source of that was from the 
Government in the name of Public Health, I just wonder if in any 
item this sort of a situation develops with any frequency, or is this 
very unusual ? 

Mr. Dopps. I would say it is very unusual in the canning field. 

Mr. Sreep. If that sort of authority on the part of any State or 
Federal agency was loosely handled, I could see where it would pose a 
perilous economic peril on the industry. 

Mr. Donps. I agree with you. 

Mr. Roosevettr. Even where it is not handled by the field—in the 
cigarette field it has created quite a problem for the industry. 

Mr. Moore. Doesn’t that order just cause you—if you are a packer 
of cranberries—to quarantine all that, and they come in and make 
an inspection of your cans ? 

Mr. Dopps. As a little as I know of it. 

Mr. Moore. Has it ever happened to you in anything you have ever 
canned ? 

Mr. Dopps. Occasionally. We have California State processing 
laws, where nonacid foods, to protect the public from botulism, 
require a certain process. 

Mr. Roosrvett. Thank you very much, gentlemen. We appreciate 
your coming here. 

Mr. Dopps. Thank you, sir. 

(Additional information was supplied by Mr. Dodds subsequent to 
the hearings and is as follows :) 


STOKELY-VAN CAMP, INC., 


Oakland, Calif., November 25, 1959. 
Hon. JAMES ROOSEVELT, 


House of Representatives, 
Washington, D.C. 


My Dear Mr. RoosEvett: During the hearings in San Francisco held by 
Subcommittee No. 5 of the Select Committee on Small Business during the week 
of November 9, 1959, you, as chairman, requested that I furnish certain addi- 
tional information which I was unable to supply at the time of the hearing. 

You specifically referred to a bulletin of the Regent Food Co., a subsidiary of 
Safeway Stores, Inc., concerning certain cooperative allowances on our Van 
Camp’s brand products and asked that I supply the committee with the mate- 
rial by which we advised all of our purchasers of these allowances. Enclosed 
for your information is a copy of our policy No. 11, covering these cooperative 
allowances, dated January 1, 1955, and which remained in effect through 
July 24, 1959. This general company policy received complete distribution 
throughout our entire sales organization, and the cooperative allowances were 
offered to all of our Van Camp customers. 

You also asked if we engaged in negotiations with individual purchasers with 
respect to promotional allowances or price concessions, which were not available 
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to others. You said that if we had individual negotiations which were not 


available to the rest of our customers that the committee wanted to know about 
them. 


Our general sales manager in Indianapolis informs me that he occasionally 
discusses possible promotional programs and allowances with individual cus- 
tomers to secure their opinions concerning our marketing plans for our featured 
labels: however, any special allowances, discounts, price concessions, or other 
promotional aids or sales incentives on Stokely’s Finest or Van Camp’s products 
are offered uniformly to all customers on either a national basis or by well- 
defined marketing area. 

I appreciate your courtesy during the hearings in San Francisco and shall 
be happy to supply any additional information you or your committee may 
require. 

Sincerely yours, 
JOHN E, Dopps. 


Mr. Roosrvetr. The next witness before the committee will be Mr. 
Max Rosenthal, former manager of the Aron Canners. 

Mr. Rosenthal, raise your hand. 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 


TESTIMONY OF MAX ROSENTHAL, FORMER MANAGER, ARON 
CANNING CO., STOCKTON, CALIF. 


Mr. Roosevetr. I understand you have a statement which you would 
like to give to the committee. Do you have copies of it, we will be 
happy to have it. 

Mr. Rosenruau. The statement in general that I would like to give 
to the committee, Mr. Chairman, and members of the committee, will 
strictly be on the cuff. There will be no exception to that, either to 
my statements or any question asked of me by any member of this 
committee. It will deal with my personal knowledge and experience 
of the ramifications and the trickery and the power that is on Cali- 
fornia Street that unlike the sword of Damocles, it seldom falls. But 
the sword of California Street fell pretty rapid and pretty regular. 
To my information—some of it is a general sense. But the pieces will 
come together when I tie it in with my own experiences as a manager 
of a food company, namely the Aron Canning Co. of Stockton, a 
approximately 11 years. Also my association with the food industry 
for 19 years—or a total of 30 years of experience, of how to get alon 
with the big boys on California Street. And my record in that ened 
is pretty dismal, namely, as you will see. 

In other words, my first experience—my father-in-law, Mr. Her- 
shel, passed away in 1944. At that time he was the sole owner and 
general manager of the Aron Canning Co., which was located on the 
8-mile road in Stockton. Prior to that time, he had many, many years 
of experience with a cannery in San Jose, known as the Hershel Cali- 
fornia Food Products, which, of course, in that case he was not the 
sole owner, merely the manager and a stockholder. 

I assumed the manager of the Aron Canning Co. on or about June 
of 1944, after my father-in-law passed away. 

My very first experience witht the big boys started with the Amer- 
ican Stores. 

Shortly after I came into the business, for all during the years of 
the war i served the record, from 1941 until 1944—it was our pleasure 
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to sell on the average of 10,000 cases of 6 ounce tomato paste, no other 
size, to the American Stores. Prior to the war we sold them on the 
average of three to four thousand cases a year. 

Mr. Avery. Could I ask—is that a chain ? 

Mr. Rosentuat. Yes, sir. 

After the war was over, 6 or 8 months, there was a gentleman by 
the name of Mr. Bud Paxton who is here in audience, who was a buyer 
for the American Stores. Prior to that time he was a Government 
employee, either with the OPA or some such similar agency. 

Well, we soon found out that there was a new set of rules control- 
ling the buying by the American Stores, and those rules generally 
went something like this—when we called on Mr. Paxton in his office. 

“Well, we have to have—you will have to tell us before we can give 
you any more business what is your program, what kind of a program 
do you have for us.” 

Well, this was the days before the quiz shows, and I wasn’t coached 
by anybody yet, so I kind of asked him in effect what he wanted, 
because I was fairly new. I only had been on the job 6 months. And 
how I remember—Well we don’t want anything. We just want to 
know what is your program.” 

Well, we soon found out the program consisted of a nice, fat, healthy 
monetary allowance with no questions asked, and there was no proof 
of advertising to be shown to us. And we had to have a rather fairly 
definite schedule on damages—damaged merchandise that we shipped. 

So I soon summed up the deal, that we have to have a healthy adver- 
tising program, to appear in their retail ads, under the guise of pro- 
moting our brand. Our brand, of course, is just six letters—Corina— 
to an infinitesimal part of the ad. The big part was American Stores. 

Well, we did a little jockeying around, and it didn’t take me long 
to figure out that somewhere in the neighborhood at that time in 
1944, between 300 and 400 a month was a little too heavy for us to 
sell, no more 10,000 cases a year, but the territory was thrown wide 
open, there was no telling how much we could sell. 

So in effect that was my first baptism under the guise of, “What 
kind of a program do you have for us—we don’t want anything. It 
is a competitive business now. The war is a thing of the past.” And 
all of that stuff. 

So that went along. 

Our next experience went on to Regent Canned Food, which is a 
buying agent for Safeway. 

Out of a fairly clear sky, in or about 1952, 1953, we began getting 
small orders from a Mr. Gordon Shellberg, of the buying office of the 
Regent Canned Food, and I always made it a point to send him a very 
nice, pleasant letter. We paid him some visits and I wanted to know 
why we couldnt get any more business. Well, I was right back where 
we started from. “What is your program? What is your advertising 
allowance?” And not on a case basis—they couldnt handle it that 
way. They would rather have a flat monthly advertising allowance. 
And they wanted to know, “Are you going to insist on counting the 
cans on damages? Could we arrange on so much a month for dam- 
ages?” It didn’t take me long, as new as I was, to figure out on an 
average 1,000 cases a year, I couldn’t afford to have a program in an 
advertising and damage program. 
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Now, there has been something said here in this testimony that I 
ran into quite a bit of private labels. 

On or about the beginning of 1954, the Aron Canning Co.—and I as 
the manager had the good stroke and good fortune—it almost resulted 
in a stroke later on—but at the time I had the good fortune to acquire 
and buy out lock, stock, and barrel the trademark brand name, copy- 
rights of a brand known as Campania Tomato Paste, which was a 
very, very wonderful seller, which had the acceptance of the market 
and particularly in the Los Angeles area, and the Los Angeles County 
territory. 

Well, until that time we had never, never packed private label for 
either American Stores—and I will hasten back to Regent Canned 
Foods, Safeway. 

We found out after we acquired the Campania brand, that their 
packing, the former people who owned the Campania brand, were 
packing Destino brand. And I will be glad to give into evidence, 
signed letters by Mr. Gordon Shellberg, to our agent in Los Angeles, 
of two little gimmicks here. One of them that they were paying us 
$3.55 for Campania, but they couldn’t pay any more then for the 
Destino—I will give you the price here in a minute. 

Mr. MacIntyre. Will you identify more definitely the writers of 
the letters. 

Mr. RosenTuat. In both cases the letters were signed by Gordon 
Shellberg. One letter is dated October 18, 1954, which was addressed 
to our Los Angeles representative, Mr. Albert Vignola. 

Mr. MacIntyre. With what company was the writer? 

Mr. RosentHat. The writer was with the Regent Canned F'ood Co., 
which is Safeway—the buying organization for Safeway, sir. And 
this is pretty cute, because here you have to go in between the lines. 
And I might lay a foundation for the buyer. I beg of you gentle- 
men on the committee that I am satisfied there is no actuary table, 
no statistical chart, which will show a longer longevity than a buyer 
for a big chain. Show even if some of our famous generals—they 
show never die. You will find out the same buyers, once they find 
the right combination in the buyer they want, meaning the chain- 
stores, you will find out he is employed on an average of 25 to 30 
years. When the big buyers find the right buyers, they are very sel- 
dom unemployed. 

So, going back to Gordon Shellberg—— 

Mr. Roosevett. I must interject. I think that is all to the good. 

Mr. Rosentuau. Yes, wonderful, providing which end of the line 
you are on, Mr. Chairman. 

Mr. Moore. You don’t know any of those positions open at this 
time? [Laughter.] 

Mr. Rosentuat. As I said, they have not been open for 30 years, 
and I see no vacancies on the horizon. 

Going back to this letter which is signed by Gordon Shellberg, 
dated October 18, to our sales agent, he tells our sales agent, “In line 
with our conversation, I believe the market price on Destino should 
be $3.20 a case.” This is on the same day we are selling him our Cam- 
pania brand for $3.55 a case, and all other terms and conditions ap- 
plicable to the button. 

Mr. MacIntyre. Were the two brands of the same quality ? 
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Mr. Rosentuau. Exact identical quality, packed in our cannery, and 
not purchased from any other cannery, from the same pulper, the same 
finisher, in every single case. 

So we then came to this situation—I will refer to and put into the 
record a letter dated November 12, 1954, addressed to me, by our Los 
Angeles agent, and the heading of this letter is Regent Canned Food 
Co. I will just give a few excerpts. It is going to be in the record 
and you gentlemen can have it. 

I do not know what happened, but in our discussion the other day about 
Destino Paste, we were looking for a confirmation from Gordon Shellberg on the 
7,500 cases of Destino, which he had given us verbally. 

To go through here, he can’t figure out what happened. 

I must take a minute here only. In my nat e opinion, for the en- 
lightment of the committee, of what happens when a big buyer gives 
you a commitment, as this letter will reveal. 

All other buyers of the Aron Canning Co. or any other cannery, 
they enter into a contract whose terms are pretty general, and they go 
something like this: 

We will make it S.A.P., which is common in the industry, known as 
a S.A.P. contract, to buy X number of cases of tomato paste, subject 
to the approval of our price and shipping terms. The buyer further 
reserves the right to take one-third during the canning season, or can- 
cel what he does not want during the canning season, to take a second 
third during the month of December, or cancel what he does not want 
in December, and take the final third prior to the first Monday in 
March, which is a California tax day, or cancel. 

Now, that held good for each buyer in the country, but not for the 
buyers on California Street, gentlemen. You have got the records in 
your possession beyond any control of mine to change or erase or lighten 
the color of the ink, which shows that the big boys on California Street 
could cancel it on Monday, put it back on Weansedity, take it all on 
Friday, where the other buyers, once you didn’t take it by that date, 
and if the market went up, you just made a bad guess. But the boys 
on California Street never made bad guesses. 

A few more important factors in how these things are handled. 

Store demonstrations. Damage claims. Floorspace charges 
where—the big boys—A. & P. is included, or Safeway, or American 
Stores. If you want an end display on the end of the aisle of your 
tomato paste, there is a slight charge for so much a month. Now, the 
average canner, such as ourselves, we could never, never begin to pay 
for that premium space. What happens when the A. & P. or Safe- 
way or American Stores feels they need a few demonstrations in the 
store to stimulate foot traffic, be it a new location or an old one, that 
goes something like this: 

The broker takes care of all the details, meaning the canner’s 
broker. He is the triggerman between the two parties. He goes and 
talks to the buyer on California Street, and the buyer tells him, “Well, 
the demonstrator will be there on such a day. You will have to pro- 
vide the cups, the spoons, or the saucers. We will charge you so much 
a day for the floorspace. And no limit if the demand is so great that 


on that day we give away 2,000 cans, or 5,000 cans of your product—we 
will bill you for those samples at your regular price to us, plus the cost 
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of the demonstrator, plus the utensils or the dishes, or if it is mixing 
any concentrate the use of the water.” 

Now, you can see there how many canners could possibly afford to 
submit to this type of special generated deals. 

It is also made to appear, “What do you have to offer for us in the 
way of a program,” this is your idea. 

Advertising generally was on a monthly basis. They found it too 
cumbersome to put the advestising on a per case basis. “We would 
rather have it on a flat rate.” In addition, to add insult to injury, 
you paid the national rate, and, of course, when these individual 
stores, A. & P., all the rest of them advertising in their local papers, 
they got the local rate, which is considerably cheaper than the rate 
you gave them in the first place. 

Private label: Our first brush with private label to all intents and 
purposes, was Destino, which is Regent. 

Mr. Roosrvetr. Mr. Rosenthal, before you go into that. Did you 
require or could you require proof of performance on advertising ? 

Mr. RosentuHaL. You could require it, but then your program was 
not workable if you did that. They would have to get the ads and 
clip them out and show the dates. And if you wanted to go along, 
you caught on in a hurry, and the first thing you know you thanked 
the buyer for that suggestion, because indeed it was not workable. 
Now, we go to private label. 

I necessarily was a very careful listener to the questions by the 
various members of the committee. And there was one thing—of 
course, it must have been left out accidentally—that is the only time 
a big canner buys from a little canner is when the little canner can- 
not meet that murderous price on a declining market, no matter what, 
and his only salvation is on his bended knees, not to sell at his list 
price. That has gone out of the window a long time ago. But there 
again the big canner turns crocodile and says, “Well, here is what we 
are getting for the stuff, and we have to have 5 percent.” 

And I respectfully sincerely trust that the day will come when 
it will be a matter of law to end those shenanigans of the housewife 
going on, as I heard on the testimony, which 1s correct, and paying 
a premium price for the high and mighty, well advertised brands that 
they are, and that is misrepresentation in my humble opinion, and 
mislabeling, when she is led to belive she is buying an accepted brand, 
where millions of dollars of advertising has been spent, and she might 
have got it from a local flea cannery, so to speak, as far as quality 
of standards are concerned. And that can be cured. 

And if you will pardon my forwardness on that matte 
law, on one end of each container—on the bottom of the lid to print 
“Packed by” and that will stop that winging of the American public 
to go in and pay 3 or 4centsacan more for stuff. 

And if she had known that same can was there 3 or 4 cents cheaper— 
but she is buying this wonderful accepted brand, and nothing could 
be further from the truth when that happened. 

Mr. Moore. Sir, that applies to tomato paste also ? 

Mr. Rosenruat. Very definitely it does. No exception on tomato 

aste. 
. And as I told you before, every answer I give will be on the record, 
and I have no intention of taking the fourth or fifth. 
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Mr. Roosgevetr. Mr. Rosenthal, did you ever sell to a larger canner? 

Mr. Rosentuat. Yes, sir. In my 11 years we did not sell over 
twice, and we bought as high as 50 times from other canners. 

Mr. Roosrvetr. And you did the same thing to the other canners 
when you bought from them ? 

Mr. Rosenruau. I would say that my relations in that regard, I 
was well taught by what went before me—yes, sir, I did the same. 
But that law, Mr. Chairman, if on the bottom of my container it says 
“Packed by Aron Canning Co..” the door to that would be closed not 
only to me, but to all the rest of the industry. 

The next thing—this is pretty cute. Let it be known, gentlemen, 
that I can prove by the files that you have in your possession, that 
you never raise a price to a buyer on California Street until he gives 
you the word, “Go.” 

In other words, long after you have raised your price to the rest 
of the industry he has this commitment—and you will generally find 
those commitments are not numbered. You will find out generally 
the canners try to avoid numbering contracts, so they can date them 
any time they want. Otherwise, if No. 1 is dated January 7, and 
you might want to use contract No. 387 dated 7 months before, that 
may be hard to explain. So what happens there is this. You raise 
your price. You send out a nice tough telegram or wire to all of 
your buyers, “Effective such and such a date’—I have one of them 
here I will give you, one of ours. No changes, no exceptions, and 
absolutely nothing doing. But lo and behold, the big buyer has one 
of these contracts at opening price. He has confirmed it, but confirmed 
it with the knowledge he doesn’t have to take a case of it. But if the 
market goes the right way, he wants it all. But the other buyers, 
“Oh, so sorry.” And you have that, in your records—these different 
prices whenever someone else was paying—the testimony was before 
here—six-forty and others were buying it for a dollar. That same 
thing went on in the tomato paste business with no exception. But it 
could be stopped, again, by a law—this is a matter of testimony— 
making it just as illegal as appropriating money to enforce the law 
for any buyer to be as guilty as any man who offers it, taking a special 
price. 

Now, the canner, including the Aron Canning Co., when too many 
tomatoes come in what do we do? We prorate each and every grower 
and tell him you can only deliver so many boxes. But when the in- 
dustry has a special price, that doesn’t go out to the special price list, 
oh,no. The special price deals, gentlemen, I would say, where to look 
to trace down a special price. Don’t look in the correspondence file. 
Don’t look in the invoice file. I will tell you where to look. Get a 
record of the long distance calls from the telephone company, and there 
will be your confirmation of who got the special prices. And tie those 
in with the invoices you will have your evidence. And with the 
trained investigators you have, and the information, the telephone bills 
in your possession, you cannot. miss how come only certain buyers 
suddenly are notified that a certain canner, “We are loaded, we have to 
move 10,000 cases.” The point is when they have a bargain offer, 
the bargain is never prorated. They pick and choose their exclusive 
ones who have proven to the big boys that they have a program of 
advertising, they have a program of taking care of damages, they 
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have a program that you can take what you want, when you want it, 
and if you don’t want it you can cancel it. If a month later you find 
out you have made a mistake, we will reinstate the entire order. That 
all can be stopped. 

Mr. Roosrvetr. In other words, what you are saying is that we 
could find out that on the reservations that are made, that the reserva- 
tions—that the ones not taken are not evenly prorated, that there are 
favorites made here as against there. 

Mr. Rosentuat. Definitely. 

Mr. Roosevett. I think we will go into that. I think we have that, 
and that evidence will be introduced by the general counsel at a later 
session. 

Mr. Rosentnau. Thank you, sir. 

Mr. Avery. Since we have intervened here, will you explain that 
second law you wanted passed here. I wasn’t quite sure—the one you 
wanted money enough to enforce. 

Mr. Rosenruau. To make it a stiff monetary fine, and whatever is 
applicable in the minds of the Congress of the United States, in a 
jail sentence, placing the penalty equally upon the buyer and seller 
for offering anything, distressed or otherwise—you find out you have 
10,000 cases, and you prorate that, or offer to prorate it amongst all 
of your buyers at the same time by bulletin—just like you put out 
these fake price lists. That is my suggestion. 

Mr. MacIntyre. Mr. Chairman, in that connection, I would like 
to make reference, for the benefit of Mr. Avery, that there was a pro- 
vision in the law somewhat to this effect. But in 1954, the Supreme 
Court of the United States in the Federal Trade Commission v. The 
Automatic Canteen Company, made a shambles of that, knocked it 
down, and, now the buyers are home free with respect to receiving 
or knowingly inducing price advantages their competitors do not get. 
So there is need for the Congress to consider what is needed toward 
restoring that law. 

Mr. Roosevett. You may proceed, Mr. Rosenthal. 

Mr. Rosentuau. Yes, sir. Another good gag that I also ran into, 
when I had no program for advertising, or no program to take care 
of swells and damages, it was very cute and nice, because these gentle- 
men were trained, and I say that sincerely, triggermen, these big 
buyers. “Have you ever stopped to think of the prestige that will 
accrue to you if the little buyer finds out your quality is so good that 
A. & P. or Kroger or Safeway or American Stores had it. Now, if 
you should cash in on that”—but we weighed the values and found 
them lacking, and there was not enough, to cash in when we got done. 

I will submit into evidence, and leave it with the committee, a letter 
dated September 17, 1954, from our buyer—our agent, rather in Los 
Angeles, reference to summing up a meeting with Gordon Shell- 
berg, relative to 14,750 cases of forty-eight 6-ounce, Compania Tomato 
Paste. And I won’t come back to that. But because I refused to 
submit any longer—I submitted for 4 months, after we acquired 
the Compania label—for 4 months I went along with Gordon Shell- 
berg, and gave him a differential in price of approximately 35 cents 
a case, that same identical merchandise. And then when I notified Mr. 
Shellberg over the telephone that the honeymoon was over, I would 
allow him no more differential, here is what happened gentlemen. 
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They had been handling—and your records—not my records, gentle- 
men, but the records in the possession of this committee, will show 
they had been handling our Compania brand for 16 years, and over- 
night, that was the end of the parade. “Well, there will be no price 
differential?” I said, “Yes, there will be a price differential of 10 
cents a case, but not 30 or 35,” and that is the last order we ever got, 
either for Destino or Compania, or for Corina, from the Regent 
Canned Food Co. 

I would like to introduce into evidence a letter dated October 6, 
dictated and addressed and signed by me to my agent. 

Relative to your commitment that I received from Regent and Gordon 
Shellberg, please put that in a better form. I know you will take no offense. 
Please tell us how many cases we shall pack up out of their commitment. Shall 
we have it labeled, because you know what it means to be unlabeled— 
andsoon. Shortly after this is when I gave him no more differential, 
and that was the end of the 14,000 cases, and that was the end of 16 
years of relationship. 

I have heard some testimony this morning about freight rates. 
Let it be known that the Aron Canning Co. never—I know I am here 
under oath, I am fully aware of the penalty of perjury—we never 
made a freight allowance to anybody in the world, to any buyer of any 
size. And I want to leave in evidence here a letter from my agent, 
Mr. George Sehnert, dated April 8, 1954, addressed to me, telling me 
that one of our customers, who had been a customer of the Aron Can- 
ning Co. for 22 years, suddenly decided he didn’t want to pay any 
more stopoff charges, where a car stops off to make a partial shipment. 
The amount was $14.34. 

I will put into evidence my reply to him dated November 10, in which 
I told him that I am sorry, if I have got to start paying for the 
privilege of stopping over in his town, I cannot afford to do business 
with him. And for $14.34, that was the end of the line. 

Additional supporting letters which will explain in full for the 
benefit of this committee on this $14.34 I will put into evidence for 
peeree of identification. December 7, 1953, to Mr. Kempf signed 
»y Max Rosenthal, and a letter dated July 3, 1953, to the Superior 
Sales Co. of St. Louis, signed by our office manager, John Rafonie. 

I would like to put into evidence an advertising schedule of the Aron 
Canning Co. dated August 19, 1955, all bearing the estimate number 
355, which showed—we believe in advertising, in the sum of $8,961.30 
and I state these ads were run. These ads were run advertising 
Corina. I never was smart enough, having only gone to grammar 
school—and that is a true statement—to see how I could benefit by 
giving these big boys on California Street a check every month to 
advertise its A. & P. Regent, Kroger, or American Stores, with a tiny 
little word “Corina,” when the headline, in 6- or 8-point letters told 
the buyers what was there. 

Mr. Avery. Mr. Chairman, the documents the witness is putting 
into evidence—does that mean into the record ? 

Mr. MacIntyre. Mr. Chairman, I would request that they be in- 
cluded as a part of the witness’ testimony. Otherwise, the testimony 
would not be understandable. 
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Mr. Rosenruar. I will be perfectly willing to put it in. I am 
sorry—that is addressed to the chairman. 

Mr. Avery. Well, I just wondered—this advertising copy. How 
many of those are there / 

Mr. Rosenrua. There are three schedules here, sir. 

Mr. Roosevetr. Do you want to let us look at them? 

Mr. Rosentuat. A pleasure, yes, sir. 

Mr. Roosrvett. How much more ? 

Mr. Rosentuau. Two more is all, sir. 

Mr. Roosrevett. You may proceed, Mr. Rosenthal. 

Mr. Rosentuat. I would like to put into evidence a letter dated 
October 1, 1954, signed by Gordon Shellberg, addressed to our Los 
Angeles representative, Mr. Vignolo. And the final letter, dated 
November 12, 1954, addressed to me, regarding Regent Canned Food 
Co., signed by Mr. Vignolo. 

Mr. Rooseverr. The purpose of these exhibits are what? 

Mr. Rosentuat. To verify the statements and allegation I have 
made in my testimony, without going into the tremendous files that 
you have. 

Mr. MacIntyre. They would also serve to explain and supplement 
the testimony, would they ? 

Mr. Rosentuat. I believe they would help greatly, sir. 

Now, there you have it, gentlemen. And it would be a pleasure to 
answer any questions, if any. 


Mr. Roosevett. Mr. Rosenthal, am I correctly informed that you 
have sold the Aron Cannery to something called Tri-Valley ? 
Mr. RosentHau. July 12, 1956, yes, sir. 


Mr. Rooseveir. What were the basic reasons for your getting out 
of the cannery business ? 

Mr. RosentHat. We could not stand the pressure of the tremendous 
amalgamations and mergers that were taking place—there won’t be 
hardly a month, sometimes twice a month, we would find out some 
old valued, reliable, independent, old line company, who had stood 
with us through thick and thin, was now either part of a local chain, or 
taken over by a larger chain. And our problem of existing was getting 
more precarious—I could see it. As I look back now, hindsight being 
so much greater than foresight—but the most accidental forthright 
thing we did was to decide we better get out when we did. And the 
family authorized me to seek a buyer for it, and I was successful. 

Mr. Moore. What business are you in today? 

Mr. Rosentnau. I have not done a day’s work from December 1950 
until today. My only capacity is the commissioner of the San Joaquin 
County Commission. 

Mr. Moore. You mean December 1954? 

Mr. Rosentuan. December 1955 when I retired. 

Mr. Roosrvett. Do you hold any positions at this time? 

Mr. Rosenruat. Only the one position, commissioner of the San 
Joaquin County Commission, sir, no other. 

Mr. Roosevert. Without objection, the witness’ exhibits will be 
accepted for inclusion in the record. 
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(The documents referred to are as follows :) 


REGENT CAN Foon Co., 


San Francisco, Calif., October 18, 1954. 
Mr. ALBERT VIGNOLO, Jr., 


West Coast Packing Corp., 
Los Beach, Calif. 


Dear AL: This will confirm our telephone today, for your records we set up 
7,500 cases of 48 6-oz. Destino tomato paste for shipment from the Long Beach 
warehouse. Prices are $3.10 delivered Los Angeles and $3.10 delivered San 
Diego; also, $3.10 f.o.b. Phoenix or metropolitan Los Angeles . 

We note that labels have been sent for 2,000 cases. We are having an addi- 
tional label supply sent for another 2,000 cases to the Aron Can Co., Stockton. 

In line with our conversation, believe the market price should be $3.20 per 
case, staring all orders issued on October 25, 1954. 

Very truly yours, 
Gorpon E. SHELLBERG, 
Division of Salem Commodities, Inc. 





West Coast PACKING CorP., 


Long Beach, Calif., September 17, 1954. 
ARON CANNING Co., 


Stockton, Calif. 
(Attention Max Rosenthal). 


Deak Max: Summing up Our meeting with Gordon Shellberg of Regent Can- 
ned Goods, he gave us an order for 14,750 cases of 48 6-0z. Campania paste and 
7,500 cases of 48 6-0z. Destino, for distribution in southern California to be 
withdrawn as it has been in the past for the 1954-55 season. We are sending 
him six cans of Destino out of this last shipment. They are shipping labels 
for 2,000 cases of 48 6-0z. Destino directly to the plant. 

We were very surprised to hear that out of all the packers supplying Regent, 
packers label tomato paste, that Campania was selling the most, which really 
made us feel good. 

Evidently there are seven packers’ labels being sold through Safeway. The 
balance is being sold under their Destino label. Although we were not able 
to get a commital for supplying Destino to some other area besides southern 
California, Gordon indicated that they would give it consideration, and more 
than likely, next year, we would be able to get some of that business. He 
also indicated to us that they wanted to inspect the plant, and more than likely 
would be in to see you within the next week. 

I truly believe that we got along very well. I am sure that Bill Parker is as 
enthusiastic about our meeting as I am, and feels that although they may have 
been a little peeved in the past, that everything is looking up now, and espe- 
cially as Bill and Gordon have Minnesota in common. 

With kind regards, we remain, 

Yours very truly, 


A. Vieno1o, Jr., Vice President. 


Oocroser 6, 1954. 
Mr. At VIGNOLO, 


West Coast Packing Corp., Long Beach, Calif. 


Deak AL: Relative to your commitment from Regent and Gordon Shellberg, 
please put that in a better form, and I know you will take no offense—tell us 
how many cases we shall pack up out of their commitment and have it labeled, 
because you know what it means to be unlabeled. And then are we taking any 
chances on labeling up whatever you tell us? I know you know what our worry 
is as a cannery man yourself, so please advise us accordingly. 

We want to label up within 90 percent of what they want, provided that we 
have your assurance there will be no danger of stripping. And what form of 
contractual obligation or what form of a contract do you have from them; or is 
it all vocal? 


Please advise us in fullest measure and greatest detail so we can govern our- 
selves accordingly. 


Looking for a prompt reply, as usual, and with best personal regards, 
Yours truly, 


ARON CANNING Co., 
America’s Finest Tomato Paste Canner. 
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SUPERIOR SALES Co., INC., 
St. Louis, Mo., April 8, 1954. 
ARON CANNING Co., 
Stockton, Calif. 
(Attention of Mr. Max Rosenthal.) 


DeaR Max: We had the pleasure of contacting your good friend and ours, 
Mr. Otto Schulumeister, of the Progressive A-G Stores, of Staunton, Ill., as they 
intend to be in their new-built, beautiful, modern warehouse approximately the 
ist of May. 

We naturally took up Corina tomato paste with Otto, and he was highly per- 
turbed over the fact that you charged him $14.34 freight charge on his last ship- 
ment of tomato paste in which you consistently wrote him that he owed, and he 
claims that he did not owe, as it was arranged with you to have the car stop at 
Staunton and all charges were to be paid by Aron Canning Co. This was 
arranged some time ago—in fact, a few years ago when you were visiting with 
Otto. 

At any rate, he says that he reluctantly paid the $14.34, which you not only 
billed him for, but sent him a draft through the bank, and as he sent you the 
check he figured that he would therefore quit using Corina tomato paste. After 
spending some time with him and the president of A-G Stores—namely, Mr. Ben 
Tarro—why, we convinced him that he should still handle Corina tomato paste 
in his stores. At any rate, he has purchased 200 cases of Contadina 6-ounce 
paste since he has discontinued ours, and we are now trying to get Corina into 
his new warehouse, which will be ready about the 5th of May for handling mer- 
chandise. After really spending time with Otto and soothing him over—as you 
know how he is—he mentioned that you have been sending him jokes and various 
pictures to him which he got a kick out of. He still says business is business, 
and what he wants you to do personally, Max, is to write him a letter, as he 
wants to hear from you, as to what you think about that $14.34 that he paid, and 
give him your opinion on this, as he feels that you have gone back on your word 
insofar as he was concerned. 

Max, you know he is a very touchy guy; and if he is once loyal, he generally 
stays loyal. Under the circumstances, he would not hear of anything, and he 
wants your opinion in a letter form, so write him a nice letter and let’s see if we 
can’t get him lined up, as he will be in the market soon for tomato paste, and we 
certainly want to have Corina in there 100 percent instead of Contadina. 

Thanks you very kindly for advising us on the above and looking into that $14.34 
that heisso hot about. Thanks again, and best regards. 

Yours very truly, 
GEorRGE L. SEHNERT. 


SUPERIOR SALEs Co., INC., 
St. Louis, Mo., November 10, 1953. 
ARON CANNING Co., 
Stockton, Calif. 


(Attention of Mr. Max Rosenthal) 


DeaR MAx: Regarding the Progressive A-G Stores at Staunton, Ill., we have 
contacted them and they are still carrying over quite a bit of merchandise from 
last year, and regarding the balance due that was on freight from St. Louis to 
Alton, it is like you said, that you have had this business for the past 8 years and 
we have been getting it consistantly but you have been including this in a stop- 
over car to Staunton, and if you remember, the last time the writer talked to 
you at the convention, you stated that you would equalize the freight on up to 
him. In other words, the same kind of a deal as if the car had stopped off at 
his place. That is why he feels he has not paid this portion of the bill because 
in the past you have been handling it that way. The writer will recall that he 
had this discussion with you on a more recent date regarding this, and what can 
be done about it, I don’t know, unless you are going to issue him a credit for 
this amount. We have not lost the business out there, but just the fact that 
his is carrying over a pretty good inventory. 

Thanking you very kindly, we are 

Yours very truly, 


A. J. KEMPF. 
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DECEMBER 7, 1953. 
Mr. A. J. KEMpr, 


Superior Sales Co., 
St. Louis, Mo. 


Dear AvucustT: In reference to your kind letter of November 10 which tells us 
why the Progressive A-G Stores in Staunton, IIL, have not paid their long out- 
standing past due invoice in the amount of $14.34. 

We feel, Gus, that you are a little confused or let us say you may have for- 
gotten a few factors which will be our extreme pleasure to point out to you. The 
deal with Progressive A-G Stores at Staunton, which has been the exact same 
now for 7 consecutive years without any change of any kind, was simply this: 
When a car stopped at Staunton, Ill, to unload merchandise for the Progressive 
Stores, the Progressive people paid for the stop charge in full. On the other 
hand, when we stopped the car in St. Louis for any reason whatsoever and we 
unloaded the Staunton merchandise in St. Louis when it was not possible to make 
the stop car, the deal was simply this. We still charged the Progressive people 
the stop charge and then no matter what the charge was for us to pay a public 
earrier from St. Louis to deliver the merchandise to Staunton, we always paid 
that bill regardless of the charge and it was generally always a little higher 
than what the stop charge would have been. So you see we have always favored 
Progressive accordingly. It is very, very important that you make sure that 
Otto has this understanding in full mind and clear measure and please do not 
fail to have him understand this as we realize that a small misunderstanding 
like this can create bad feelings that may help us lose another account, and as 
you know, St. Louis is the last market in the world where we can afford to lose 
an account, especially through a simple misunderstanding. 

As bad as I feel, I might say I am a little suspicious but I do feel a little better 
to have you tell us we have not lost the business with Progressive Staunton 
except that he has a carryover on inventory. We realize that this is a little hard 
but if that is actually so, I amsatisfied and we will have to wait until he runs 
his inventory down. But by the gods, Gus, don’t let me come to Staunton and 
find out he is carrying another brand besides Corina, which will not be in keep- 
ing with what you have told us in your letter of November 10. 

Our bookkeeper was in the room when I was dictating this letter, and he over- 
heard the dictation and he tells me that on November 16 when I was out of town, 
the Progressive A-G Stores of Staunton paid us in full for the $14.34 as per 
their check No. 01526 dated November 16, 1953. Even then, take the precaution 
to explain to Otto that he paid us what was rightfully ours all as outlined 
above. 

Thanking you for your kind attention and cooperation in the above matter and 
with kindest regards, we are 

Very truly yours, 
ARON CANNING Co. 


WEST CoAST PACKING Corp., 
Long Beach, Calif., November 12, 1954. 
Regarding Regent Canfood Co.: Campania. 
ARON CANNING Co., 
Stockton, Calif. 
(Attention: Max Rosenthal. ) 
Dear Max: I am enclosing a copy of a letter we received October 1, 1954, from 


Gordon Shellberg regarding the requirements for San Diego and Los Angeles 
on Campania. 


Below I am listing the 1958 sales and 1954 sales to date: 


1953 | 1953, 1954 1954, 








| per month 10 monts per month 
oe Bee... ...-...-- : ee ee ee 9, 200 767 8, 000 | 800 
San Diego....--..----- Pat eee 2, 780 232 | 2, 305 | 230 





In line with the above letter we should then set up 1,000 cases per month in 
Los Angeles and 225 cases per month in San Diego although that is 5 cases less 
than they have been using and 200 cases more than they have been using in 
Los Angeles per month. 











Es ee on a ae, eee. Caran. VY @ 


eS aa Se COU S 
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The month of November to date they have received 400 cases of Campania in 
Los Angeles and nothing for San Diego. 

We have on hand today, an order to be shipped on November 18, 1954, to Los 
Angeles for 400 cases of Campania at $3.55. I have notified Brown Brokerage 
to contact Safeway in Los Angeles and tell them that our price is $3.60 as of 
the 15th. I understand that they have already been notified, that is why I feel 
that I should contact Gordon Shellberg as early as possible Monday morning 
so that no other orders will come out at less than $3.60 for Campania. 

With kind regards, we remain. 

Yours very truly, 
A. Vieno1, Jr., Vice President. 





REGENT CAN Foop Co., 
San Francisco, Calif., October 1, 1954. 
Mr. AL VIGNOLO, 
West Coast Packing Corp., 
Long Beach, Calif. 


Dear Mr. ViGNoLto: Tenatative 1954 pack estimated requirements to cover 
Safeway, San Diego and Los Angeles divisions as noted below for the period 
September 1, 1954, to August 31, 1955, are as follows: 


Size Brand | Item Division Quantity 
: | Cases 
ae i al Campania..-| Tomato paste_..._| San Diego-_---- 2, 700 
Do__- Es Scere do-_-_- a Los Angeles____- 12, 000 


| 
| 


Above information is to be used as a guide only. Quantities are subject to 
approval of opening price and shipping terms, which we request to be sub- 
mitted as soon as possible. 

If for any reason supplies are not available in full, please advise immedi- 
ately. 

Very truly yours, 
Gorpon E. SHELLBERG, 
Diwision of Salem Commodities, Inc. 


Tomato products sales other than California and Arizona 











1953 1954 (10 months) 
Broker iio i -. a . se SRE Cea 
| | | | 
| 48/6 | 6/No. 10 | 1.06 1.045 | 48/6 | 6/No. 10 | 1.06 1.046 | 96/6 
| | } 
A. M. Boeth, Connecticut-Penn- | | | | 
sylvania-New York. --- | 3,475 925} 98} 0} 1,410 785 | 275} 25| 200 
Boncke & Kiem, Rochester, N.Y_| 1,406 | 1, 782 | 0 | 0} 1,452 | 5, 400 0 0 | 0 
F. B. Butler, Boston-Providence | 3, 629 | 603 0 | 0 3, 380 | 342 | 0 | 0 0 
Falk Brokerage, Phoenix, Ariz...| 4,742 140 | 175 117 | 3,762 | 562 | 230 | 26) 0 
William J. Lindenberger, San | | | 
Francisco, Calif. _---.--- --| 1,125 10 0 0} 1,275 0 0}; oO 0 
Charles A. Riegler, Cleveland, | | | | | 
Ra ctnns -| 9,436 | 60 | 0 | 0 | 7,966 | 30 0 | 0 | 0 
Herer Scowcroft, Ogden, Utah- 740 | 0; O| Oo 360 0 0 0 | 0 
C. C. Waddill Co., Norfolk, Va-..| 1,232 0| 0 0} 1,237 | Oo} of; O}] Oo 
Wilson Food Broker, Saginaw, | | 
Wi tcgetdcsants seceencene| 845 | of of 900 100} O| Oo 0 
‘Pepe acadcsnctas _| 26, 130 3, 570 273 117 | 21,742 | 6, 657 505 | 51 | 200 
| | | 
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JULY 3, 1953. 
Superior SALES Co., INC., 
St. Louis, Mo. 


GENTLEMEN: Today we received a check from the Progressive Associated 
Grocers, Inc., deducted $14.34 covering freight they paid on merchandise shipped 
payment of our invoice No. 720 dated June 29 covering charge for 100 cases 
96/6 ounce Corina tomato paste released to them from our warehouse stock at 
St. Louis, Mo. 

When making payment on our invoice No. 720 the Progressive Associated 
Grocers, Inc., of Staunton, IIL, their No. D-00312, in the amount of $633.29 in 
from St. Louis to Staunton, Ill. All charges on merchandise shipped from St. 
Louis to buyers is for the buyer’s account; therefore, their deduction to cover 
freight on this merchandise is not in order. 

Please contact this buyer and request them to favor us with their check in 
the amount of $14.34 to complete payment of our invoice No. 720. 


Thanking you kindly, for what we know will be your kind attention and follow- 
through relative to the above matter, we are, 


Very truly yours, 
ARON CANNING Co. 


BorTsrorD, CONSTANTINE & GARDNER 
Advertising 


ESTIMATE 
Account: Aron Canning Co. 


Product: Corina Tomato Paste. 


Date: August 19, 1955. 
Estimate No. 3/55 

It is understood that this estimate is submitted by Botsford, Constantine & 
Gardner, as agent for the client and not as a vendor. The costs submitted are 
based on estimates submitted to Botsford, Constantine & Gardner by artists, 
craftsmen, and vendors, and represent the expectations of Botsford, Constan- 
tine & Gardner. If changes are made by client resulting in an increased cost, 
the client agrees to pay the cost of such changes plus additional compensation 
as outlined in this estimate, but it is agreed that Botsford, Constantine & Gard- 
ner will use every effort, consistent with good workmanship, to secure the pro- 
duction of the advertising matter within or below the estimate submitted here- 
with. 

This estimate is accepted by advertiser with understanding that the prices 
named are based on the advertising rates and discounts for the advertising 
media named as per records in our files. In the event of any changes in prices, 
these are to be submitted to the client for further approval. 


FALL 1955 NEWSPAPER CAMPAIGN 


Newspaper advertising space in following markets shown under schedule F 
(free recipe ad) 6 insertions of 1 column by 75 lines each, and schedule P (ball 
point pens, offer) 6 insertions, 2 columns by 90 lines each per schedule below, 
$8,961.30. 

RUNNING SCHEDULE 


Week of September 12, 1955. 
Week of September 26, 1955. 
Week of October 10, 1955. 
Week of October 24, 1955. 
Week of November 8, 1955. 
Week of November 29, 1955. 


ARON CANNING Co. 
Authorized by 
Date 
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SCHEDULE P (PREMIUM AD) 
[6 ads, 2 cols. by 90 lines—total 1,080 lines] 














Issue Line rate Total cost 
Aon OF. > er CO onic ncenenxckundsens cceccnace $0. 24 $259. 20 
pS Re. SR ee eee Re eee | | Se .70 756. 00 
TRCGR CIGIOD TORS 44 BOR sans dc cewnnscdcniancwcectavecd iidihieaiianisenkemait . 62 446. 40 
Denver (Colo.) Rocky Mountain News (3 ads)-_.-.-- IE Spe ratacg nner . 36 230. 40 
El] Paso (Tex.) Herald-Post Times_...........-.---- Morning and evening - . 30 324. 00 
Greenville (Miss.) Delta-Democrat- --_-..-.-- ddecamenimneat PO iciccnndccdunan . 09 97. 20 
Memphis (Tenn.) Commercial Appeal-Press- | Morning and evening. .%3 788. 40 
Scimitar. 
Mobile (Ala.) Press-Register........................]..<<< sitet asics Seismic 33 356. 40 
Monroe (La.) News Star-World....................-|----- a eg ta ca .18 194. 40 
EGON COMES RMR cn ka ora cadatcccnccosacess VO kings tnccdpacs . 06 64. 80 
New Haven (Conn.) Register.............--.---..--]--.-- Mc dsctadtswnnnss . 26 280. 80 
oe RS Rk eee ere meme Cs ceil tn cemenae -35 378. 00 
New Orleans (La.) Times Picayune States.....-..-. Morning and evening - . 68 734. 40 
Shreveport (La.) Journal-Times- ..............-...-]..... WE aes ee -40 432. 00 
Syracuse (N.Y.) Post Standard Herald-Journal-_-_--|_-.-. Ciiixcc idee wedded JOD Uinnendbaceeeas 
Ce Oi en cute eens enueeenauuginkseauesieannca . 56 594. 00 
Se Ce BENE bencakanaquennicdarepiaanssens DRONE as cieeuancwad 30 356. 40 
Os ccbctincckdctninsdatinatid caddie hncddhie Eide eae see 6, 292. 80 
SCHEDULE F (FREE BOOKLET) 
[6 ads, 1 col. by 75 lines—total 450 lines] 

Atbang (Ga.) Beteie........ 5 sce ccsccce iaisooasenwe Evening.............- $0. 12 $54. 00 
Albuquerque (N.Mex.) Journal..._...........--.--- Ta ied 18 81.00 
Baton Rouge (La.) State Times-Advocate_-.....-..- Morning and evening - 22 99. 00 
Birmingham (Ala.) News Post-Herald_._..........-|-.--- ei tacddeicadsnae . 66 297. 00 
en OS Ase" 2 eee SE .38 171. 00 
Columbia (S.C.) Record-State_........-......--..-- Morning and evening - . 36 162. 00 
ey 2” eee OI cnc idesen .47 211. 50 
Greenville (S.C.) News-Piedmont-.-.______- Pa Morning and evening - . 36 162. 00 
Huntington (W.Va.) Advertiser Herald-Dispatch - -|_....do_....-......--.--- - 26 117.00 
Jackson (Miss.) Clarion Ledger-Daily News . 34 153. 00 
Jacksonville (Fla.) Times-Union............-- = i -40 180. 00 
SE ee irk oon a” Am adiendendneiens baaead . 55 247. 50 
Richmond (Va.) News Leader-Times Dispatch. ---- Morning and evening - . 55 247. 50 
Roanoke (Va.) Times-World News-.-...........-----]--.-- ce cad ioiiaiet adhe . 30 135. 00 
Schenectady (N.Y.) Gazette.................-...... . | ee .18 81.00 
Springfield (Mass.) Union News.........-....-.---- Morning and evening. . 40 180. 00 
Utica (N.Y.) Observer Dispatch....................]..... bcd ccekaeonont .20 90. 00 
Me this > cc ccne Uaaduttaat bis ttigite diate tenancies aaa mee 2, 668. 50 
I OI isis idstnls cakinnikd ssa cncadebtiindengs cents eee ssi eeenaeee 8, 961. 30 


West Coast PACKING CORP., 
Long Beach, Calif., November 12, 1954. 
Regarding Regent Canfood Co. : Destino 
ARON CANNING Co., 

Stockton, Calif. 
(Attention: Max Rosenthal). 


Deak Max: I do not know what happened, but in our discussion the other 
day about Destino Paste, we were looking for a confirmation from Gordon Shell- 
berg on the 7,500 cases of Destino which he had given us verbally when Parker 
and myself were in San Francisco on September 14, 1954. 

In looking through all of the correspondence yesterday preparing to call or 
write Shellberg about the paste situation, I came across his letter of October 18, 
1954, which we sent you a copy of on the 19th. I have enclosed an additional 
copy of said letter if for some reason your copy has been misplaced. As you 
will note he has set up 7,500 cases of Destino Tomato Paste to fill his require- 
ments in the Los Angeles, San Diego, and Phoenix area. I would interpret the 


letter of the 18th as being a confirmation to our conversation of September 14 
with Bill Parker and myself. 
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I am listing below the actual 1953 shipments of Destino for your information : 




















, a 
| 1963 Per month | 10 months, Per month 
| 1954 
I os coin cs piinalbelea ak occ cea geglaee 5, 295 442 4, 202 420 
MINNIS... s-.:scseechatadgassache ee 1, 120 93 1,210 121 
ne ee nee oo eee | 545 45 815 | 81 
ag i ga oa 6, 960 | 580 | 6, 227 | 622 





During November to date, we have shipped 275 cases into Los Angeles, 50 
cases into San Diego, and 170 cases into Phoenix, Ariz. Inasmuch as we were 
told on September 14 that they wanted us to set up 7,500 cases of Destino for 
the year and we also have the letter of October 19 stating the same, it seems 
that we would have to set up our monthly quota on the basis of 7,500 cases and 
not 6,970 which they actually used in 1953 which amounted to 580 cases per 
month ; 7,500 cases on the basis of a year would amount to 625 and if you will 
note our figures on the previous page for the first 10 months of 1954, averaged 
622 cases per month. Therefore, we would recommend that we set up the 
monthly requirements at 625 and allow them to distribute it to either Los Angeles, 
San Diego, or Phoenix, Ariz., as they see fit. 

I am not contacting Gordon Shellberg until I hear from you because he will 
want a definite answer in respect to this situation. 

With kindest regards, we remain, 

Yours very truly, 


AL VIGNOLO. 


ARON CANNING Co., 


Stockton, Calif., September 10, 1955. 
To: All sales representatives. 


Subject: Revised pricelist. 


GENTLEMEN: Attached you will find our revised pricelist. This pricelist 
to withdraw on these items until further notice. We are now in the process 
call your attention to the items marked “Withdrawn.” Our confirmed bookings 
on these items are extremey heavy at this time so we have no alternative but 
to withdraw on these items until further notice. We are now in the process 
of recapping our total sales and will then compare with our estimated pro- 
duction, and should we find we will have a surplus on any or all items we will 
immediately advise. 

The crop out here in California is 2 weeks late and it all depends on the weather 
from here on out whether we will be able to pack out any surplus merchandise 
over and above our commitments. We will keep you posted on our progress 
from time to time, but for the present do not solicit any new business on with- 
drawn items. 

If you have warehouse stocks on any withdrawn items, you may release this 
merchandise to apply only against contracts that have been confirmed by us. 
In the event you have merchandise in warehouse stocks and have no contracts 
to cover any specific withdrawn item, please advise and we will notify you how 
to proceed. 

We regret the necessity for this action but in view of circumstances beyond 
our control, we must act accordingly to protect buyers who had enough foresight 
to submit their bookings early. 

Thank you for what we know will be your usual cooperation and compliance 
to above instructions. 

Very truly yours, 


ARON CANNING Co. 
Bulletin No. 70. 
Copies to all sales personnel. 


P.S.—Any new business forwarded upon receipt of this bulletin must be at 


prices shown in our revised pricelist dated September 10, 1955, otherwise they 
will be returned. No exceptions, please. 
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SEPTEMBER 10, 1955. 


REVISED PRICE LIST 


Made from selected whole red ripe tomatoes only. No trimmings or residual 
matter added or contained 


CORINA CALIFORNIA FANCY TOMATO PASTE 





} } 
Price per | Price per 
dozen | case 


96/6-ounce tomato paste_---..-.---- insnnscuneteeep  . ve cneneee 
48/6-ounce tomato paste = a — : a 7 Withdrawn 
Gere HN Iss oo ree iene ci cccsecen ea ‘ Se acide ace Withdrawn 


24/244-ounce tomato paste pe ubddiusiekucadecdedeectantannaguahsampia ~--|------------ Withdrawn 
6/10 tomato paste, regular pack - (aebeaepelomneEwaneea eamnne * ae Withdrawn 
6/10 tomato paste, 28 percent solids_--_- - St 2d ieneks Su hoceeetate | Withdrawn 
6/10 tomato paste, 30 percent solids. -..-...------ ini asain tracing eb etateaie ei — ssi } Withdrawn 


ei pacdiiblaiatased [ocenensecancce) WEemeReeee 


EXCLUSIVE CORINA ADDITIONAL SALES BUILDERS 


{Something your competitors do not have] 


48/6-ounce seasoned tomato paste_ - ‘ as bites hohe | $0. 9375 1 $3.75 
96/6-ounce seasoned tomato paste_- sedi didi sishinaaiihs cinching alia - 9062 | 17.25 
48/314-ounce tomato paste 26 percent (junior size) - ----- iperadidaghelane tal .75 13.00 
24/300 (14 ounces net) tomato paste (giant economy size) -_-~----------.----- 2.25 | 14.50 


CORINA CALIFORNIA FANCY TOMATO PUREE 


48/6-ounce tomato puree__--- St dh bhi dhs dla eed dee thmesteanwnkd aerate | 1. 06 Withdrawn 
24/244 tomato puree -__ 1.045 | Withdrawn 
Dre CHRD TNE as bo on an cha ce nna dbeanecdseenecbesactad 1.06 | Withdrawn 
6/10 tomato puree : orks eee Ja ania wit dite ‘ , i 1.045 | Withdrawn 
6/10 tomato puree-.-- --- on eminipwhe subd niarnseenaerieearta aaa 1. 06 Withdrawn 
6/10 tomato puree-.- ‘ a5 d , ; ib natdbd seek bd bamikhs Maden 1.07 Withdrawn 
24/303 tomato puree_ tars . ios aaa ao 106 | Withdrawn 





CORINA CALIFORNIA TOMATO JUICE 


ida $0. 5875 


48/6-ounce tomato juice (vending machine size) (lithograph tin) 
48/514-ounce tomato juice (lithograph tin) _- phase 
24/303 tomato juice 





NNN 
“is 


s 1. 
12/46-ounce tomato juice _- Lchkiknineusibbesada tere ekbh ain aia | 2. 35 35 
4. 60 1 2.30 





6/10 tomato juice --..........-.-..- Sciienakasedisieee ca weenterenter} 














FATTIG-CUGD COTRGS GIRO <5. a oo iain on inn ccs nth ccnceeesdtsedasepeans i $0. 6833 $4. 10 

36/73%4-ounce tomato sauce - _-......--- GA RAL, cates ae tens nie tekited bhaiurcimatek ead 7166 2.15 

GPRD CORREO GOMIOE.. «2. 5. 5 on no iin nce cence queceduerquaesesyaseeerses 7.80 1 3.90 
CORINA CALIFORNIA PEELED TOMATOES 

SANE CURING, TOG TRIN ono ans cde a cnccpbscaecas~itananusons $1. 275 $2. 55 

24/44 ctandard round tomiateee: ..:...................2..-......-... aud 85 3. 70 

6/10 standard round tomatoes__----....------------- 7 13.375 


Sh4 Gey Was rows, Geaebets........... ... 2 5 55 on co choc nena 


5. 00 


24/303 choice whole round tomatoes-. ; 
24/2 choice whole round tomatoes- ----- 
6/10 choice whole round tomatoes 
24/303 stewed tomatoes ----....--.--- 


1 
6. 
2 5 
G/1G Geko Whole TOUR SNRs 55 a 5s — 3 s 8 5 5a cen See ne ce ee nsn 9. 50 14.75 
1 
2 
1 
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CORINA CALIFORNIA PEELED PEAR TOMATOES 





Price per | Price per 
| dozen case 
ed 7 iit — ea | = a a 
24/214 imported Italian style pear peeled tomatoes $2. 45 $4. 90 
6/10 imported Italian style pear peeled tomatoes --_----.......--------------- } 8.50 | 4. 25 
24/2 fancy peeled pear tomatoes------..------------- 2.85 | 9. 70 
6/10 fancy peeled pear tomatoes 00 | 5. 00 


_ 

eo 

os 

' 

4 

a 
| “ 


CORINA CALIFORNIA CATSUP 
6/10 tomato catsup, fancy sae ehaiceera bas ee ee ee Se ee | Saumeacestay | Withdrawn 


re emer), Sure MUNIN... oe en ccc enecencencat= ee Withdrawn 
6/10 tomato catsup, standard _______-_- sone sh teaver ante ae | Withdrawn 


CORINA CALIFORNIA PIZZA SAUCE 


- dtalebtecd anced Withdrawn 


IB Sc dicndncccGedonss ccnwbacawn i tem: loli seaszecsiadieh daa daca ads ete ean | 








1 Denotes price change, 


Norte.—All prices subject to change without notice. Prices f.o.b. plant, stockton, dock bay area. Al 
orders subject to our confirmation. 


Mr. Roosrvetr. Mr. Moore, any questions ? 

Mr. Moore. I would like to pass at this time. 

Mr. Roosrvetr. Mr. Brown ¢ 

Mr. Brown. Mr. Rosenthal, you testified that when you went to see 
a buyer for American Stores, he asked you what kind of a program 
you had. You said you asked him what do you want, and he said he 
didn’t want anything, but you gained the impression that you should 
have a program. Did you discuss with him what other kind of ad- 


vertising programs, damage allowances, and so forth, other people 
were offeri ing ¢ 


Mr. Rosentuau. Yes; I did. 

Mr. Brown. Did he tell you? 

Mr. Rosenruau. He told me in effect that he was not at liberty and 
couldn’t I understand that he couldn’t tell me what someone else was 
doing—I would kind of have to figure out my own program for 
my self. That was the gist of the reaction that I got when I did at- 
tempt to find out what the so-called market was, making the package 
deal included. 

Mr. Brown. So, in other words, he did not directly suggest to you 
any kind of a program for you to adopt. 

Mr. Rosentuau. Not any kind, but he suggested I adopt some kind 
of a program. 

Mr. Brown. Then you said that you arrived at a healthy advertising 
program of three or four hundreds per month, damage allowances, 
and so forth. How did you arrive at that ? 

Mr. Rosenrua. By sampling the air that was coming into my office, 
that on California Street, what the going market rate, what the other 
competitive package programs were—and what ours would have to be 
if I wanted to continue to enjoy that business from American Stores. 

Mr. Brown. Did it just waft through the transom ? 

Mr. RosentHar. I would say sometimes it came through the tran- 


som, sometimes under the transom. If the door was open I got it 
direct. 
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Mr. Brown. Did you discuss with any of your competitive canners 
what kind of programs they were offering the buyers on California 
Street ? 

Mr. Rosentuat. Directly, no. Only in what is termed scuttlebutt 
or rumor or gossip—call it what you want—in that manner I soon 
ascertained what they were doing. 

Mr. Brown. I get the impression there is quite a rumor factory 
in this business. But I can’t seem quite to put my finger on who starts 
the rumors or where all this information comes from. But it is readily 
available, is it ? 

Mr. Rosenruat. I would say readily available; yes, sir. 

Mr. Brown. But you could not say that American Stores or Regent 
or any other buyer ever directly suggested to you what kind of adver- 
tising allowance you should have. 

Mr. Rosen THal. Positively never could say that direct, never. They 
would be out of a job in a hurry if I could say “Yes” to that—I mean 
“No,” and tell you how they did it. 

Mr. Roosrveur. In your opinion, the results are the same, 

Mr. Rosentuat. For all practical purposes, they served the purpose. 

Mr. Brown. Well, I get that impression. I am just trying to find 
out how it all happens. What part does the canner’s sales manager 
play in getting the price currently being paid by chainstore buyers 
known to others, and what advertising allowances are being offered ? 

Mr. Rosenruat. The role he plays is once again—it goes something 
like this. 

A sales manager calls upon a buyer, gives him a price. The pack- 
age deal, planning the advertising, and the swells, has long been taken 
care of. This has been going on for 5 years. But due to the constant 
fluctuation of the market, the only purpose that a sales manager of 
a cannery has on his friendly little Monday afternoon visit with the 
buyer goes something like this: 

“Buyer: Well, I think we can use two or three cases of 6-ounce 
paste. What is your price?” 

Let’s say you say $3. You might try for $2.90 right there or might 
leave it go, either one. You go down as low as you can go, and the head 
don’t stop shaking. So then you quit. Now, if you get the order 
inside of 2 or 3 days at your last price, you know you were lower by 
10 or 15 cents a case than anybody else. If you don’t get the order, 
you know someone else got it. Sothat is how you sample the air. And 
all you have do is call upon four or five buyers, and without the help 
of Arthur Murray, you know you are out of step in a hurry. 

Mr. Brown. Now, does it work the same on advertising programs? 

Mr. RosenrHau. Very definitely. All we can afford to give you— 
how many times I have sang that song. But nobody ever published 
it. All we could afford is 200 a month, and you know what I mean, we 
are a small little cannery. “Well, we will let you know.” But the 
word never came. So we knew we were not meeting the market in that 
department. 

Mr. Brown. Did you have a regular advertising allowance per case 
that you offered all your customers ? 

Mr. Rosentua. I would say that our advertising allowance was an 
occasional thing. The only time the Aron Canning Co. offered an ad- 
vertising allowance—and I am reminding myself I am under oath 
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here—is when we offered it to every single living customer on our 
full list. We would do that occasionally in our advertising promo- 
tions. But not as a going thing, month in and month out. But we of- 
fered someone 10, 15, or 20 cents a case, it went to everybody for a 
fixed definite period. And further than that, proof of advertising. 
The records of the Aron Canning Co. are available to you of how fool- 
ishly we lose so many customers upon the insane insistence, as I 
look back upon it now, of proof of advertising. 

Mr. Brown. You made the buyer for American Stores and the buyer 
for Regent aware of your general advertising program, and they got 
notice of any special advertising programs that you offered generally 
to all of your customers. 

Mr. RosentHau. They have definitely and positively did. 

Mr. Brown. All right. Then that was not sufficient, you felt, to get 
the business, so you offered one or the other or both a three to four 
hundred a month special advertising program. 

Mr. RosenrHAL. No. My testimony is that I thought that is what 
it would take, and I refuse to go that high. 

Mr. Brown. Did you offer them any advertising program that you 
didn’t offer generally to everyone? 

Mr. RosenrHal. Yes, I certainly did. 

Mr. Brown. And they accepted it? 

Mr. Rosentua. They did not. It wasn’t good enough. 

Mr. Brown. Did any buyer say, “There is a little thing called the 
Robinson-Patman Act. We shouldn’t consider something like that.” 

Mr. RosenrHau. Oh, brother. We know all about that—just like 
Adam and Eve—but nobody was scared of it. 

Mr. Brown. Thank you. 

Mr. Roosrvetr. Mr. Avery? 

Mr. Avery. I would like to get back to this performance assurance, 
proof of advertising, just a minute. 

Now, you said that you required that performance, and because you 
required it, you lost a lot of customers, you thought. So, in other 
words, for all the advertising allowance you did make, you did get 
proof of performance. 

Mr. RosentuaL. Very definitely, the answer is “Yes.” 

Mr. Avery. Would you care to venture a guess as to—if you had 
gone along and not required proof of performance, do you think that 
you would have gotten substantially the same amount of advertising 
that you would have if you had received assurances on it ? 

Mr. RosenrHa. Very definitely not, I would not have. The only 
reason for my demanding and insisting upon proof—it was the only 
way I could get that poor little word “Corina,” in as skinny as it was; 
TI didn’t want it to be nonexistent. 

Mr. Avery. Then by their refusal to agree to proof of performance, 
they were in effect saying they probably would not return it at all. 

, : RosentTHAL. That would be treated as mad money, or a wind- 
all. 

Mr. Avery. A discount? 

Mr. Rosentuau. A further discount, correct. 

Mr. Avery. Now, on this evidence that you submitted from the 
Botsford-Constantine-Gardner Advertising Agency, I presume that 


was to cover—I will ask you. For which customer of yours did that 
cover ? 
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Mr. Rosenruat. That covered for every single customer in the 
continental United States. 

Mr. Avery. Well, then, when is broken down into an inventory 
here—that was all of the advertising allowance that you made for 
those three months of September, October, and November. 

Mr. RosentTuau. Correct. But there is a distinction there. That is 
not an advertising allowance. That is advertising that we ourselves 
bought and paid for, and had no connection with purchases on the part 
of any buyer anywhere in the United States. 

Mr. Avery. I see, this was not a part of the sales agreement. This 
was your own promotional effort. 

Mr. RosentTuau. Correct. 

Mr. Avery. And I see you have it broken down into the conven- 
tional advertising, or an ad, and also a free booklet, that you de- 
scribe as schedule F here. 

Mr. Rosentruan. Right, sir. 

Mr. Avery. And that is booklets that were made available to all of 
your customers ? 

Mr. Rosentuau. Yes, sir. They came into us and we mailed them 
out by the thousans upon thousands. 

Mr. Avery. For handouts at the retail level ? 

Mr. Rosenruat. Some. But mostly in response to displays, and 
the housewife would send in; and the premium companies who handle 
that premium, they would include the booklet when they sent out the 
premiums. 

Mr. Avery. That is all, Mr. Chairman, Thank you very much, Mr. 
Rosenthal. Your testimony has been most interesting. 

Mr. Roosrveitr. Mr. Moore? 

Mr. Moore. What sort of a volume of business were you doing in 
the canning business when you took over the management after your 
father-in-law passed away. What was the volume of business at that 
time ? 

Mr. Rosentuat. In the neighborhood of 150,000 cases, in the neigh- 
borhood of 900,000 a year—casewise and volume—of one commodity 
only—tomato paste in different sizes. But no other commodity—or 
no other commodity reduced from a tomato, but concentrated tomato 
paste. 

Mr. Moore. Now, with respect to the tomato paste business, what 
was the relative size of your company at the time you were in busi- 
ness ¢ 

Mr. Rosentuau. In 1944 we must have been two or three of the 
smallest tomato paste producers in the United States of America. 

Mr. Moore. Who is the largest tomato paste producer in the United 
States? 

Mr. RosenrHau. When ? 

Mr. Moore. Say, 10 years ago. 

Mr. RosentHau. In my humble opinion, it would be the Hershel 
California Food Products—between them and the Medina Co. of 
River Bank. They would be on a par between the two largest pro- 
ducers in the United States at that time. 


Mr. Moore. And at that time your family relationship owned part 
of Hershel ? 
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Mr. Rosenruat. No, sir, my father-in-law had sold all his interest 
in the California Food Products, to start his own cannery in Stockton 
as an individual owner. 

Mr. Moorr. What is the largest today ? 

Mr. Rosenruau. Either Hershel California or Hunts, one of the 
two. 

Mr. Roosrvett. What was your volume of business when you sold 
your company ¢ 

Mr. Rosenruat. Our volume of business was then in the neighbor- 
hood of 650,000 to 7U0,0U0 cases, and an annual volume average of 
$31 million a year. 

Mr. Moore. Well, with respect to that answer, and in the face of all 
of the many, many problems and the information that apparently 
came over the transom, you used it to good advantage. 

Mr. Rosentuau. 1 should say I did. But the hard way—it was 
two 4’s everytime. 

Mr. Moore. During this period of time that you complain of all 
these hard procedures that were resorted to, whether it was your hard 
work, or whatever it was—and I assume it was your hard work— 
your company grew. 

Mr. Rosenruau. We did, sir. 

Mr. Moore. And you grew even in the face of the fact that all the 
rest of these outfits were dealing in all of these great workable pro- 
grams and had all of these ditferent allowances—in the face of all that, 
you still grew. 

Mr. Rosentuau. We did, by avoiding the big buyers, and completely 
concentrating on the small buyers, at a tremendous, tremendous, 
murderous penalty in time and hours—and I certainly don’t want to 
improve upon that fabulous man of blood, sweat, and tears, but I 
think he was an amateur of what we had to put out on the 8-mile road 
to achieve the penalty we paid for our success of 10 years. It was 
awful rough. 

Mr. Moore. The penalty was what—the hard work? 

Mr. Rosentuau. It was hard work, and the fabulous trials and 
tribulations of what was going on in the industry at the top level. The 
little buyer was searching into what the big buyer was doing, and he 
was always reaching out to try and get it. And you had to constantly 
tell him why you could not do it, even though someone else was. 

Mr. Roosrvett. In other words, even though you could make a little 
profit and grow a little bit, it finally—the basic reason—is that the 
basic reason you finally sold out ? 

Mr. Rosentuau. That is the basic reason, to the extent of 75 percent 
of the reason why the family, on my advice, decided to sell. The 
deal was getting too tough. And after we took our first loss, in 1953, 
of $15,000, and we took our second loss in 1955 of $62,000, I said let’s 
get out while there is still an opening under the tarpaulin—they are 
going to start asking for tickets, and we ain’t got no dough to get in. 

Mr. Moore. Now, are these actual losses, or losses which are a result 
of the accounting features of the business ? 

Mr. Rosenruat. The losses were so actual that my brother and I 
took turns in telling the growers why we could not pay them. That 
is how actual the losses were. They were real losses. 

Mr. Moors. And yet during this period of time your company was 
growing, you were selling more tomato paste than you had ever sold. 
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Mr. RosentHat. We were making up our losses on volume. You 
see, we picked up from a $15,000 loss to a $40,000 loss. So we were mak- 

ing it up on volume. 

‘Mr. Moore. W ell, now, substantially what you testified today is that 
during the period of time you were chief executive officer of this can- 
ning concern, you lived to the letter within the provisions of the Robin- 
son-Patman Act. 

Mr. Rosentuat. I never said no such thing. The testimony shows 
I gave special deals, or tried to. But I ‘couldn't give them fat 
enough, big enough, and often enough, and I ended up behind the 

eight ball as far as s the big buyers were concerned. 

‘Mr. Moore. That is in the record in your comment. Is it in the 
record in the form of all these documents ? 

Mr. Rosenruar. [I am glad you asked the question. It is in the 
record there that I gave Destino a special price on the same exact 
identical commodity. It isin the documents. 

Mr. Moore. Do you have any choice of the Federal penitentiary you 
want to goto? 

Mr. Rosenruau. Well, in all due respect 

Mr. Rooseverr. I think the statute of limitations has -_ 

Mr. Rosentuau. Nothing could bother me less. As I said, I will 
keep my promise. There “will be no fourth or fifth asked by me, 
in any question you might ask me. I promised myself that before 
I came here, and I have not ¢ ‘hanged my mind 1 minute. 

Mr. Moore. I would think that J might be voicing the opinion of 
the members of the committee in saying that we do | appreciate your 
frankness, and your naming names, your stating definite times and 
dates and places, and the difficulties you have experienced, because 
to me, in considering the initial news release of these hearings you are 
the first one that has come here to substantiate the charges made. 
And to me that is the reason we are here. Now, let me ask - you this: 
Are you here in response to a subpena, are you a volunteer, or here 
with respect to the threat of a subpena 4 

Mr. Rosentuat. I volunteered of my own free will and accord. 
And when one of my lawyers found out about it—I didn’t know if 
he w: ‘ and I begged this committee, 
pursuant to my attorney’s advice, to protect me with a subpena. But 
the initial move was voluntary. 

Mr. Moore. When did that move take place ? 

Mr. RosentHau. The chairman’s secretary can give you the date. I 
have forgotten. 

Mr. Roosevetr. If the gentlemen don’t mind, I would like to submit 
his telegram to me. 

Mr. Rosentuat. A privilege and a pleasure with no reservation. 

Mr. Roosevetr. It is dated Stockton, Calif., October 8, which was 
the day that the committee arrived in San Francisco for its previous 
hearings. 

In view of your committee’s investigation of unfair food practices, I will 
offer my services under subpena to tell you, as former manager of a cannery 
here in Stockton for many years, how the big buyers throughout the Nation 
force, threaten, and secure preferential treatment from every canner in the 
industry. I am now retired from the canning business and presently am 
serving as a commissioner of the San Joaquin County Commission. I sincerely 


believe besides being an eye opener, my testimony will be helpful to your 
committee. Signed, Max Rosenthal. 
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He gave me his phone number and address, 1317 Grealey, Stockton. 
I will put it in the record of the committee. 

Mr. Moore. I would like to say, Mr. Rosenthal, you were not at all 
underestimating the value of your testimony when you stated it in the 
telegram as being an eye opener. 

I want to ask you this question: Do you believe these practices that 
are indulged in—let’s say they are—but by one method or another 
are clearly concealed, such as you have suggested on blank dates on 
contracts, and so on—do you think that ultimately the American 
buying public or the housewife will receive any of the benefits of 
all this high-pressure buying that you complain of, in the form of 
lower prices for the product? 

Mr. RosentHau. Bearing in mind the word “ultimately,” positive- 
ly she never did receive the benefits ultimately, because ultimately she 
will dance to the tune of the piper. Taking your own word “ulti- 
mately.” Contrarily she may have to a certain degree. Quoting an 
example right out of the testimony, when we sold the Campania at 
$3.60, and they squeezed us for Destino at $3.30, 30 cents in a hundred 
cans, or in 48 cans, there is no way in the world they could possibly 
pass that on to the consumer. That was windfall money. That was 
a fixed sort of thing. They planned on it. They demanded it and 
they needed it. And I am only 53 years old today, but I have lived 
long enough to see what happens when you get rid of all of the cats. 
And that applies to every level of economic level. I was able to re- 
tire when I was 49 years old. I have been a successful businessman 
all my life. And I don’t have to turn my head to visualize the 
writing on that wall, when we get rid of all of the little boys in 
any field of economic endeavor, and you only have two or three or 
six or seven left, it is not confined to the practice, let’s say, of IBM 
or the Continental Can for many years—you couldn’t buy a piece 
of machinery from them. You had to lease it into perpetuity, and 
pay for their mechanic to maintain this machine that you leased. 
That practice is killed. But the answer is ultimately if this avalanche 
continues, and in my humble opinion it is an avalanche of two busi- 
ness—mergers and the squeezes by the big buyers—all the man on 
California Street will have to do is say, “Well, today it looks like a 
$40 day per can,” and she will have no choice but to pay it. That 
will be the ultimate result if this goes unchecked, in my opinion. 

Mr. Moore. I think that perhaps it is generally the feeling of 
the committee that this tendency to concentrate all this power in a 
selected few is very dangerous. And I say—I speak for myself, 
but I think that is the general attitude of the committee. But I am 
sort of wondering, when we have had other witnesses here who have 
stated that ultimately the price saving makes its way down to the 
consumer—it is a little longer coming back up. You heard that 
statement, did you not? 

Mr. Rosenrnau. When I heard that statement here is what I 
thought I heard—the operation was a success, but the patient died. 
That was my interpretation of what I heard at the time, so help me. 
That was my reaction to it—about it finally getting down there. 

Mr. Roosrvetr. Mr. Rosenthal, the committee unfortunately have 
to recess now for lunch. Would you be available for about 5 min- 
utes after lunch? Mr. Moore does have some further questions. 

















SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 851 


Mr. Rosentwatr. Gladly, sir. 

Mr. Roosrveit. The other witnesses called this morning, of course, 
will be taken up this afternoon. The committee will stand in recess 
until 2 o’clock this afternoon. 

(Thereupon, at 12:45 p.m., the subcommittee recessed to recon- 
vene at 2 p.m. of the same day.) 


AFTERNOON SESSION 


Mr. Roosevetr. The committee will be in order, please. 

Before we resume with the witness, for the convenience of those 
buyers who were previously requested by the committee, and asked 
to make themselves available for these sessions of the committee, we 
have arranged the following schedule for their appearance. 

On tomorrow, Wednesday, November 11—I might add that special 
arrangements have been made to have the door open and elevator 
service is available, although the rest of the post office will be closed 
on that day. At 10 o’clock Mr. Brown of Top Co., Mr. Corbus of 
the A. & P. At 11 o’clock, Mr. Morrison and Mr. Ruppert of the 
Safeway, with Mr. Smtih. At 11:30, Mr. Langen of First National. 
Then at 1:30, in the place of Mr. Sale, for whom the committee has 
received a doctor’s certificate of unavailability, the committee has 
agreed to have Mr. Blits represent Windex. At 2:30, Mr. Paxton of 
American Stores. At 3: 30, Mr. Dodd of Colonial. And at 4 o’clock, 
Mr. Maloy of Consolidated. 

It is possible that these last two may have to appear on Thursday 
morning. But we would like and appreciate it if you would be avail- 
able tomorrow afternoon. 

The committee will resume with Mr. Rosenthal. Mr. Moore has 
the floor. 

Mr. Moore. Mr. Rosenthal, in the documents and papers you have 
submitted to the committee along with your testimony, I find that 
pretty generally they deal with your relationship with Regent canned 
goods, solely, is that correct ? 

Mr. RosentrHa. Correct. 

Mr. Moore. On these documents. 

Mr. Rosentuan. Right. 

Mr. Moorr. Now, Regent canned goods is a buying concern for 
Safeway ? 

Mr. RosentrHan. Correct. 

Mr. Moors. Now, during the period of time that you were the chief 
executive officer of this company the various attempts that you made 
to sell the buyers along California Street, will you state the names 
of any buyers that you talked with in an endeavor to get business, 
other than these people that you already testified to. 

Mr. Rosenrnat. Yes. Mr. Atkins of Kroger & Co. And then— 
I am trying to think of the name of the buyer of the First National 
Stores. I will think of his name. He is pretty well known. He is 
a big, husky gentleman. The name will come to me. I will pass it 
for the moment. 

The buyer at the time for Top Co., I don’t recall his name. 

For the moment that is about it, sir. 

Mr. Moore. Now, with respect to the individuals that you have just 
now named, do you state for the record here that the same problems 
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that you encountered in your dealing with Regent canned foods and 
their representatives that you encountered the same problems with the 
individuals you have just now named ? 

Mr. Rosentua. Very definitely, yes. 

Mr. Moors. Have all of these that you have named, and together 
with the gentlemen set forth in the correspondence submitted, which 
of them provided you with more difficulties in your business, if any of 
them did, or was it simply an attitude generally as to all of them ? 

Mr. Rosentuav. General attitude. 

Mr. Moore. Now, did you at any time have any dealings with the 
buyers for American Stores ? 

Mr. RosenrHau. Yes, sir. 

Mr. Moore. You didn’t state his name, I believe. 

Mr. Rosentuau. I did. It is in the record, sir. 

Mr. Moors. Did you have any dealings with the buyers for A. & P.? 

Mr. Rosentua. Very little, but I did. 

Mr. Moore. What’s his name? 

Mr. Rosentuau. Mr. Corbus. 

Mr. Moore. Did you run into the same difficulties with A. & P.? 

Mr. Rosenruau. In effect, yes, the same difficulties, same problems. 

Mr. Moore. None of which you document, but you simply state on 
the basis of your conversation with the individual. 

Mr. Rosentuan. Correct—except to remind you, sir, you are in 
possession of the documents of the dealings between A. &'P. and the 
Aron Canning Co., and the corroboration will be a simple matter. 

Mr. Moore. I don’t think we are. 

Mr. Roosevetr. I think I must correct the witness, because we do 
not go back that far in the records requested of the company. 

Mr. Rosentuau. I appreciate that correction. My information 
came from the newspaper that you folks had subpenaed the records of 
these buying agencies, and that was the basis for my belief. 

Mr. Roosrverr. But only since 1957, and unfortunately you went out 
of business before then. 

Mr. Rosentuau. Thank you for the correction. 

Mr. Moorr. Now, with respect. to these various gimmicks or pro- 
grams. You have heard some of these canners testify of swell allow- 
ances, various sorts of performance allowances being given. And doI 
understand your testimony to be that they are in no sense proper allow- 
ances but that they are given for no other reason than allow them to 
play with their favorites in the market ? 

Mr. RosenruAt. I have to answer you on two levels. No. 1, I did 
not hear any canner so testify. But the answer is it is very definitely 

a gimmick to give them an economic advantage over their competitors. 

Mr. Moors. A gimmick which they use? 

Mr. Rosentuat. Right. 

Mr. Moore. Then this business of an allowance for swells, there 
isn’t anything such as swells that would make so great a difference 
in an order. 

Mr. Rosentruan. It doesn’t make a big difference in an order, but 
the honest, legitimate swell of one- fourth of 1 percent, which is a 
historical swell allowance, is also taken care of in the industry—but 


that of course is not enough to satisfy the appetite of the buyers. That 
would never do. 

















SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 853 


Mr. Moore. Well, then you state that the swell allowance exceeds 
that which is given a lot of instances. 

Mr. Rosenruau. The amount of money that is given exceeds the 
actual swell allowance in almost every instance. 

Mr. Moore. Did you in your operations give swell allowances? 

Mr. Rosenruau. One-fourth of 1 percent, and no exceptions to any 
business, incorporation, partnership, individual, or otherwise, at any 
time. It was held down to one-fourth of 1 percent. 

Mr. Moore. To your knowledge, do you have any information that 
would lead you to believe that anyone else gave any more than that 
on swell allowances ? 

Mr. Rosentuau. Very definitely. Under the gist of damaged goods 
that took care of swell allowances as well as damage in transit. When 
the tally didn’t add up—that damaged goods took care of the three 
factors in the package deal. 

Mr. Moore. Did you ever give any allowance for damaged goods? 

Mr. RosenTHa.. Only when the consignee, the railroad, or the ship- 
ping company, gave us a certificate that there was a damage, and 
there was never an exception to that rule. 

Mr. Moore. So you didn’t bring into play any of these other things 
to account for the one set figure that you were paying on swell 
allowances. 

Mr. Rosentrwau. Correct. 

Mr. Moore. Now, in addition to that, you participated, I believe, 
in all the other so-called gimmicks. 

Mr. Rosenruat. No, they wouldn’t accept them. I wasn’t rich 
enough—meaning my offer was not high enough to meet the market. 
So I did not participate in all of those other gimmicks. 

Mr. Moors. What gimmicks did you participate in, sir? 

Mr. Rosentuan. The only one, sir, was when we allowed for the 
short period, the Regent Canned Food, that exorbitant 30 cents a case 
allowance for their private label, for the exact same commodity we 
were charging them 30 cents a case Corina label. 

Mr. Moore. There was one thing you made in your opening state- 
ment about the public being hoodwinked. And you advanced a 
method whereby we hope to cure that. That. is, by legislation. 

Do you mean to state to this committee, of your own knowledge, 
that there is no difference between the quality in—let’s use Del Monte— 
in Del Monte peaches as produced for private label business of sup- 
posedly the best grade in the private label business, as compared with 
peaches of the same type which I would assume that would be in the 
Del Monte can. 

Mr. Rosentua. Not as much as a fractional infinitesimal portion 
of an iota difference. 

Mr. Moore. Well, now, you have developed into being quite an 
authority. 

Mr. RosentHat. Ibelieveso. Now 

Mr. Moore. I don’t say that in any way to indicate that I don’t 
appreciate what you are stating, because I believe you believe in your 
statement. But how in the world can you tell us, being a tomato 
man, the business practices of Del Monte, for instance? 

Mr. Rosentuat. I am glad you asked that, sir. I was going to 
volunteer the information. 
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In my travels, I would say there isn’t a cannery in the State of 
California in my 11 years that I have not visited at one time or an- 
other to observe their operations. Maybe not on the same order that 
Khrushchev visited our plants—but I was more than curious to see 
how they were doing, what they were doing, to see if I could im- 
prove upon our method. And when I saw the cans coming out of 
the cooker and the cooler, to give you a graphic description, and then 
I saw them go right out of the cooling chamber, direct to one labeler, 
and I saw the Del Monte label being put on, and I saw their own 
label. These were individual canners, or in the Del Monte plants, 
or the Schuckl’s plant, it didn’t matter, out of the same cooler, put- 
ting various different labels on. And there was not then, nor is there 
now, any radar equipment that will say you are a bad can, you are 
going to be somebody else’s label. They took them as they came. So 
this is something of my own positive knowledge. 

Mr. Moors. Now, by reason of these personal observations, over a 
period of years, I assume that you have drawn these conclusions from 
observations of other canning operations, other than Del Monte it- 
self, which is used as an example. 

Mr. RosenruHar. Definitely, certainly. It was not confined to 
Del Monte. 

Mr. Moore. Now, do you feel that these particular gimmicks which 
you have referred to are the key through which this economic pres- 
sure, this concentrated economic power, so to say, is exercised upon 
the small canners to their disadvantage ? 

Mr. Rosentuau. The key, and the lock, and the hasp, complete. 

Mr. Moore. How do you propose we get at this? You have sug- 
gested going into the telephone conversations. 

Well, these calls themselves would not prove anything, other than a 
call was actually made. Are you suggesting that a series of wiretaps 
be made on these buyers to confirm your belief ? 

Mr. Rosentua. For the sake of the record, that was your sug- 
gestion, sir. But toanswer how I would doit 

Mr. Moore. You are the expert. Ineed the help. 

Mr. Rosentuau. Frankly, I resented the wiretap, in all due respect. 
I resented that. But be that as it may, here is what I would do. 
Having had the pleasure of being a foreman of 14 continuous and con- 
secutive Superior Court venires—I sat on more than one case where 
the pieces—and of course some attorneys naturally—but sitting there 
and having the circumstantial pieces fit so fine, here is how I would 
go about investigating the special deals over the phone. If there is 
nothing in the cor respondence which you would not find in the corre- 
spondence when you pay $1.40 less for a case of something, and if I 
had the measure of being an investigator, what I would do is s find out— 
here is a phone call made by Mr. so and so buyer to Mr. so and so 
canner. Then I go to the invoice department and see 3 or 4 days later 
not a word of it in the correspondence file, but lo and behold, out. of 
the clear blue, the canner is shipping a carload of peaches to the buyer 
at $1.35 below. 

Now, without any supporting memorandum in the correspondence 
file, without an order from the buyer, unless he has an eagle radar set 
or shortwave, it would have to be in that telephone call that was made 
approximately 2 or 3 days before the invoice or before the shipment— 
because all other invoices and shipments bore a price that is higher. 
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Now, I wouldn’t be bold enough to suggest how I would, but this is 
only in response to your question as to how I would. 

Mr. Moore. Thank you, Mr. Rosenthal. I appreciate your frank- 
ness. 

Mr. Rosenruat. Thank you, sir. 

Mr. Roosrvetr. Mr. Rosenthal, on behalf of the committee, we want 
to thank you for your cooperatin and your presence. I might add, 
perhaps gratuitously, I think you acquitted yourself well. 

Mr. Rosentuat. Thank you, Mr. Chairman. With your kind per- 
mission, I overlooked in my notes another marketing phenomena that 
I think the committee should know about. 

This marketing phenomena—in order for you to do business in this 
magic circle, you have to be student of genetics, a professor of 
biology, and you really have to know animal ‘husbandry. 

Your accounting department of your committee—if you will audit 
the purchases of the big buyers, the purchases of the chains, take 
tomato paste or anything else, and see how much they bought, and 
then see how much they sold—y ou are going to come to one conclusion : 
that tomato paste and ‘peaches i in case units reproduce themselves like 
rabbits, because there is a free merchandise gimmick. Another thing 
that has grown in the last 7 or 8 years—you just drop off 100 or 150 
cases without an invoice, without anything—and I say again, gentle- 
men, put your auditors to work to find out how they can sell $40. worth 
of tomato paste, when they only bought $30 to begin with, and ts iking 
into account the price fluctuations, and you will see that genetics, 
biology, and animal husbandry, are indeed involved between the 
buyers and the canners. 

Mr. Roosrvetr. Stripping your statement down to several facts, 
what you are saying is that there is a difference—such a large differ- 
ence between the invoices and the actual purchases, that we must reach 
the conclusion that over and beyond the free offers made, which are a 
matter of the record, that we will find there are others fr eely given 
which amount to a discount. 

Mr. Rosentwar. Right, sir. 

Mr. Roosgvexr. To those preferential customers to whom they want 
to give it. 

Mr. RosenrHau. Reduce it to several terms, sir, and that is it. 

Mr. Moore. Actually, sir, that is also a severe indictment: the sug- 
gestion of collusion between the canner and the buyer. 

Mr. Rosenruau. Very definitely. 

Mr. Moore. It is as much the fault of the canners as the buyers. 

Mr. Rosenruau. No, sir. The economic pressure; that caveat 
emptor is a little old fashioned today. 

When the pressure is put under you, either spilt to get the order or 
not. If there is any resemblance to first degree, sec cond degree, or 
third degree murder, then the participation is in ‘degree; and in my 
humble opinion, the greater penalty is upon the buy er ‘forcing the 

canner to submit to these free deals or else. 

Mr. Roosrvert. Mr. Avery, do you have a question ? 

Mr. Avery. Just a very short one. Mr. Rosenthal, when did your 
father-in-law establish or found this cannery ? 

Mr. Rosentuar, In 1935, sir. 
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Mr. Avery. And he became its active manager. Now, was he the 
original producer? Did he build that factory ? 

Mr. Rosenruau. From the ground up, sir, every stick and stone. 

Mr. Avery. You became manager, when ? 

Mr. Rosentuat. In 1944, May or June, sir. 

Mr. Avery. And you sustained that position until 1956 ? 

Mr. Rosentuat. December 1955, sir. 

Mr. Avery. Thank you. 

Mr. Roosevett. Thank you, Mr. Rosenthal, very much. 

Mr. Rosentuat. Thank you kindly, sir. 

Mr. MacInryre. Mr. Chairman, ahve you call the next witness, 
I would like to observe that we do have from among the subpenaed 
records of the buyers some evidence that there were announcements 
by 2 of the large packers in December of last year; that they would 
offer 2 free packs—2 free cases for each 12 ordered—which seems to 
be in the direction of one of the last remarks made by the witness just 
departing. 
big Moore. Is that the canner that is making that offer, or is 
that 

Mr. MacIntyre. The canner. 

Mr. Roosrvetr. If I may say so, I don’t think it does fit into that, 
because this is, of course, the broad notice to any and all purchasers 
this will be made, and the witness is testifying to something that is 
done sub rosa. And, therefore, I would not put it into the same 
classification. 

I forgot to announce, and I apologize for it—I left out the name 
of Mr. Atkins of Kroger, who is requested to appear on Thursday 
morning at 10:30. 

The next witness before the committee will be Mr. Paul Rea of 
U.S. Products. 

Mr. Rea, you are accompanied by counsel, are you? 

Mr. Cuuen. Yes, sir. 

Mr. Roosevetr. Mr. Cullen, if you are to participate in the form 
of testimony to the committee, I will swear you. Otherwise, if you 
will be careful to just confer with your client, we will be happy to 
stop and allow you to say whatever you want. 

Mr. Rea, do you solemnly swear that the testimony you are about 
to give before this committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Rea. I do. 








TESTIMONY OF PAUL REA, EXECUTIVE VICE PRESIDENT OF 
UNITED STATES PRODUCTS CORP. 


Mr. Cuuzen. I would like the record to show that Mr. Rea is ap- 
pearing in response to a subpena issued by the committee. 

Mr. Roosrvett. You beat me to it. I was going to make clear that 
Mr. Rea’s presence before this committee is not at his suggestion, but 
upon subpena presented to him by the committee. 

Mr. Counsel, Mr. MacIntyre, will you proceed. 

Mr. MacIntyre. Yes, sir. Mr. Rea, Will you please identify your- 
self fully on the record and state your position with the company ? 
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Mr. Rea. My name is Paul Rea. I am executive vice president of 
United States Products Corp. 

Mr. MacIntyre. How long have you held that position ? 

Mr. Rea. Six years. 

Mr. MacIntyre. And what is the business of the United States 
Products Corp. ? 

Mr. Rea. Canned fruits and vegetables. 

Mr. MacIntyre. And it distributes throughout the country, does 
it? 

Mr. Rea. Yes, sir. 

Mr. MacIntyre. What was the volume last year—if that is not a 
trade secret ? 

Mr. Cunten. We can supply that by letter, with the request it not 
be disclosed unless it is absolutely necessary. 

Mr. MacIntyre. All right. You would be regarded as a small 
canner in the fruits and vegetables in California, would you? 

Mr. Rea. Well, I think you have to define what you mean by small. 
I would define us as medium sized. 

Mr. MacIntyre. Well, we have some canners whose figures have 
been disclosed in forms of complaints by the Federal Trade Commis- 
sion and otherwise. You would be perhaps in about the same class 
as some of those or a little smaller ? 

Mr. Rea. I don’t know which ones you have reference to. 

Mr. MacIntyre. Well, Tri-Valley. 

Mr. Rea. I would say we are approximately—I think they are a 
little larger than we are. 

Mr. MacIntyre. Now, in your distribution, you do make a con- 
siderable portion of your sales under private labels to buyers for large 
chainstores on California Street in San Francisco ? 

Mr. Rea. We do. 

Mr. MacIntyre. What percentage of your total business would 
you say goes in that direction ? 

Mr. Rea. I could only estimate it, but I would say 40 to 50 percent. 

Mr. MacInrryre. In other words, you depend upon that outlet or 
those outlets very heavily ? 

Mr. Rea. Yes, sir. 

Mr. MacInryre. They are important to your company, therefore. 

Mr. Rea. Yes, sir. 

Mr. MacIntyre. And the loss of that business would be disasterous 
to your company, would it? If it were to be lost suddenly ? 

Mr. Rea. The loss of any large cutsomer would be disasterous. 

Mr. MacIntyre. And here it would be a matter of a loss of several 
large customers, if you lost all of that business. 

Now, does your company also operate the Drew Co.? 

Mr. Rea. We do. 

Mr. MacIntyre. Is that a subsidiary corporation ? 

Mr. Rea. No,sir. 

Mr. MacIntyre. An operating division ? 

Mr. Rea. I guess that would be the proper terminology for it. 
Perhaps it would be better to say that we are just operating Drew 
as a sales deal and it is a fictitious name. 

Mr. MacIntyre. How long have you operated it ? 

Mr. Rea. Inthat fashion? Since 1953. 
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Mr. MacInryre. And is business is selling principally canned beans ? 

Mr. Rea. Principally canned fruits, but there are canned beans as 
one of the items. 

Mr. MacInryre. Now, the records before the committee show that 
you have included among those to whom you have made sales of can- 
ned fruits and vegetables the A. & P., Safeway, and Kroger. You 
recognize those as customers of yours, do you / 

Mr. Rea. Yes. 

Mr. MacIntyre. And the record before the committee shows that 
in the making of sales the first half of this year of 214-sized cling 
peaches, that you made sales to A. & P. on the A. & P. brand at $5.40 
acase. Do yourecall sales at that price? 

Mr. Rea. Let me make it clear that I am not in the sales depart- 
ment, but to the best of my knowledge, that is the price we sold 
A.& P. earlier this year. 

Mr. Macintyre. Well, up until the beginning of this new pack. 

Mr. Rea. Correct. 

Mr. MacInryre. All through the months of the year. The earlier 
part of the year. For the first 6 months of the year. 

Mr. Rea. I believe so. I don’t think there was any change in sales 
prices in the first 6 months of the year. 

Mr. MacInryre. And that would be true with respect to sales to 
Kroger. 

Mr. Rea. Yes. 

Mr. MacIntyre. And to Safeway ? 

Mr. Rea. Yes. 

Mr. MacInryre. Now, the committee does have in its possession 
records of sales that you ‘made to wholesale grocery concerns in carlot 
quantities at $5.65. And that was under choice grade. Do you re- 
gard your pack for A. & P. under its A. & P. brand as being of choice 
grade? 

Mr. Rea. I am not sufficiently acquainted with A. & P.’s require- 
ments, their A. & P. brand of peaches to be able to answer that. If 
they buy choice peaches, the answer is “Yes. 

Mr. MacInryre. Well, you sold them the standard brand under 
their own private label at $4.90. So the A. & P. brand wouldn’t be 
standard, would it? 

Mr. Rea. No, no. 

Mr. MacInrrre. Sothe next higher grade would be choice, wouldn’t 
it? 

Mr. Rea. Yes; but they do buy some fancy items, I understand, 
under their A. & P. grade. 

Mr. MacInryre. So the $5.40 price to A. & P. for me goods you 
pack for them under that brand would be choice or fancy t $5.407 

Mr. Rea. Yes, sir. 

Mr. MacInryre. The wholesale grocery purchaser paid $5.65 for 
choice. Will you explain to the committee why it was that you found 
it necessary to take this business from A. & P. for as much as 25 cents 
per case less on goods of like quality at the s same time. 

Mr. Rea. If I understood you correctly, sir, there was a difference 
of 5 cents. 

Mr. MacInryne.. $5.40 to A. & P., $5.65 to the other customers. 

Mr. Rea. I can’t explain it except for a difference in time. 
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Mr. MacIntyre. The sales to the outside customers that. we have in 
mind took place during the month of May 1959. The prices that you 
charged A. & P. wateadel over the period from January through June 
at $5.40. 

Mr. Rea. I have not answer for it. I would have to look up the 
particular sale and the circumstances surrounding it and let you know. 

Mr. Roosrvetr. Then may I say to the wishes that this committee 
will require that you submit that explanation in writing, at the ear- 
liest possible time. 

Mr. MacIntyre. And would your answer be the same with respect 
to the $5.40 that you made to Kroger on its Kroger brand, which is 
considered to be not the lowest quality ? 

Mr. Rea. What answer do you refer to? 

Mr. MacIntyre. The same that you gave with respect to the sale 
for the A. & P. 

Mr. Rea. Yes. 

Mr. MacIntyre. And your answer would be the same with respect 
to Safeway. 

Mr. Rea. Yes. 

Mr. MacIntyre. Or Consolidated Grocery ? 

Mr. Rea. Yes. 

Mr. Roosrevett. The same requirement then will go through the 
rest of the cases. 

Mr. Moore has a question. 

Mr. Moore. I assume counsel has that information down. 

Mr. Rea. You have to find out what sale they are talking about. 

Mr. Moore. Do you know the sale and the time ? 

Mr. Cutten. I will check with your counsel in order to make sure 
of the exact transactions he is referring to. 

Mr. Roosevetr. Mr. MacIntyre. 

Mr. MacIntyre. Would you be willing to acknowledge to the com- 
mittee at this time that one of the reasons for this difference in prices 
in favor of the California Street buyers for the large chainstore organ- 
izations is their buying power, concentrated as it is into the hands of 
a few, and upon whom you must depend in an important way ? 

Mr. Rea. No, sir. 

Mr. MacIntyre. That is no factor in your view ? 

Mr. Rea. I didn’t say it wasn’t any factor. But the way you 
phrased the question, I would have to answer it no. 

Mr. MacIntyre. It is an important factor in that regard, though, 
isn’t it? 

Mr. Rea. No. 

Mr. MacIntyre. Is it any factor? 

Mr. Rea. A small one, perhaps. 

Mr. MacIntyre. Well, then, how would you explain an earlier an- 
swer that you made to the effect that it would be important to your 
company for you to lose this business, of any one of these large cus- 
tomers ? 

Mr. Rea. I said that it would be disastrous to us to lose any large 
customer. 

Mr. MacInryre. And didn’t it come to your attention that if you 
did not make them the prices that you did make them, that you would 


lose the business with them, or at least the orders for this business this 
year ¢ 
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Mr. Rea. No, sir. My understanding of the way this sale is han- 
dled is that we can either elect to ship or not to ship at that $5.40 
price—it is our option. 

Mr. MacIntyre. And if you elected not to ship, of course you won’t 
have secured the business. 

Mr. Rea. That is correct. 

Mr. MacIntyre. So it would have meant foregoing the business or 
hunting for other customers. 

Mr. Rea. Not necessarily foregoing it, because if in our judgment 
the number of cases that is available to the chains at this $5.40 price 
is not equal to the demand, the price is going to go up, and we are 
going to sell it at the higher price. That is the gamble and decision 
we make every day. 

Mr. MacIntyre. Now, these large chainstore buyers do make res- 
ervations, or ask you to make set-asides. And they are quite sub- 
stantial at each of the pack seasons. 

Mr. Rea. They are. 

Mr. MacInryre. And the withdrawals against those reservations 
are frequently considerably delayed, are they not? That is, to later 
dates during the shipping season ¢ 

Mr. Rea. I don’t think I can categorically say that they are fre- 
quently. If you want to phrase that “sometimes,” I would say yes. 

Mr. MacInryre. And that requires you, of course, when that is 
done, for you to fill your warehouses with these goods on storage 
awaiting those withdrawals? 

Mr. Rea. Or find another customer. 

Mr. MacIntyre. But you have these as customers, so you are con- 
tinuing to meet those requirements by making storage for those with- 
drawals, are you not ? 

Mr. Rea. That is right. Let me clarify the record right here and 
say that we meet those prices practically all the time, except when 
the supply of merchandise that we have in the warehouse is not 
enough to fill our requirements. 

Mr. MacIntyre. And the buyers, when you do store goods for them 
against these reservations, do not finance the goods for you, do they ? 

Mr. Rea. No, sir. 

Mr. MacIntyre. Who does? 

Mr. Rea. We do. 

Mr. MacInryre. By borrowing money at the banks. 

Mr. Rea. Yes; just a minute; bank financing. 

Mr. MacInryre. Now, when we were talking about the price of the 
peaches a few minutes ago. The $5.40 price to A. & P. and the $5.65 
price on the same quality in carlot quantities to small buyers out in 
the country. 

Isn’t it a fact, Mr. Rae, that you do allow A. & P. on that $5.40 price 
the freight from California, to the points they wanted the goods 
delivered ? 

Mr. Rea. I believe, Mr. MacIntyre, that there was a competitive 
situation on freights going to—I don’t recall the name of the area, but 
it was the east coast, which was initiated by some of the canners, which 
we met. And we did allow freight allowance on shipments of peaches 
and other commodities to ports on the east coast. But I don’t recall 
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when that started, and I couldn’t answer whether it is still going on or 
not. 

Mr. MacIntyre. The record shows that you did allow it to A. & P. 
on this $5.40 price, and to Kroger and Safeway. But the records also 
show that you did not make the freight allowance to the buyer at the 
$5.65 price—he paid the freight from California. 

Mr. Rea. The freight allowance was to a stated area. 

Mr. MacIntyre. I don’t understand that. 

Mr. Rea. The freight allowance was given to shipments going to a 
—_ area, an area that was outlined. I couldn’t even outline that 

or you. 

Mr. MacIntyre. So the difference in price between A. & P. and the 
other small buyer in that instance wasn’t merely the 25 cents a case, 
but also the amount of the freight. And what is the amount of the 
freight on a case across the country ? 

Mr. Rea. We didn’t make a freight allowance of the total freight 
across the country. 

Mr. MacIntyre. What did it amount to? 

Mr. Rea. If we are talking about the same freight allowance, we 
made an allowance of freight to dock in San Francisco, from our plant 
in Jose—to dock in San Francisco. 

Mr. MacIntyre. What did that amount to? 

Mr. Rea. As I recall, it was 12 cents. 

Mr. MacIntyre. About 12 cents per case? 

Mr. Rea. Per hundred—which would be about 6 cents per case. 

Mr. Avery. Mr. Chairman—just to clarify this freight allowance— 
it went to these three chains that the counsel has mentioned. But as I 
understand you, Mr. Rea, it also went to all of your other customers 
within that geographic California area. 

Mr. Rea. I think I am correct in saying that. That is my under- 
standing. 

Mr. Avery. So it was an area discount, rather than a customer 
discount. 

Mr. Rea. Correct. 

Mr. Roosrvett. Have you any—can you substantiate that state- 
ment in any manner to the committee ? 

Mr. Rea. I believe so, yes. There again we will have to get the 
necessary documents. 

Mr. Roosevetr. I don’t want to overburden you. As Mr. Moore 
pointed out, we are trying to not cause you any more trouble than 
we could help. But it w ould be helpful if you could substantiate the 
area affected. 

Mr. Rea. It is the east coast. 

Mr. Roosevett. The entire east. coast ? 

Mr. Rea. I believe it was—north of a certain point. 

Mr. Roosrvett. Give us some indications, then, as to how your cus- 
tomers on the east coast were properly notified of this allowance. 

Mr. MacIntyre. Mr. Rea, according to the records, that we have 
from the A. & P., that allowance was made on substantially all of the 
purchases it made of the peaches from you in this period of time— 
in a large part of them. And that was, as you have explained it, from 
your cannery to the dock in this area; is that right? 

Mr. Rea. ‘The allowance was based on our cost of hauling the mer- 
chandise from our cannery to the dock in this area. 











862 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


Mr. MacIntyre. And amounted to only, you say, 6 cents a case, 
approximately ¢ 

Mr. Rea. Yes. 

Mr. MacIntyre. Now, we do have in the record here a showing that 

you made a sale to a wholesale grocery house, Barrow Grocery Co., 
m Blackstone, Va., on May 19, 1959, at the $5.65 price, and according 
to their sworn statement, you allowed them no freight on that 
shipment. 

Now, on October 13, 1959, which is of course the beginning of this 
new shipping season, you did allow them 12 cents per hundredweight. 
Can you explain why you made the freight allowance after October 
13, after we had already held a hearing on October 8, but not there- 
tofore, to that particular customer. 

Mr. Rea. I am not sure just when this freight allowance went into 
effect, and I cannot tell, of course, whether the order went by rail or 
by water. If it went by water, then there would be no freight 
allowance. 

Mr. Roosrvetr. Will you develop the full facts of this case. Ob- 
viously the committee is interested—4 days after we began to look 
into it, all of a sudden a wholesale house, which previous to this time, 
by sworn affidavit, tells us they were getting none of this freight al- 
lowance, suddenly gets 12 cents. We would like to have a complete and 
entire explanation of that fact. 

Will the recorder please show that the witness nodded his head, 
which I assume means he will make it available to the committee. 

Mr. Rea. Yes, sir. 

Mr. Roosrvett. Mr. Rea, were complaints made to you about pricing 
practices of the Dean Co., on beans ? 

Mr. Rea. The Dean Co. ? 

Mr. Roosrvett. I mean the Drew Co.—I’m sorry. Didn’t people 
in the trade make complaints to you about the pricing practices of 
the Drew Co. in its sale of beans ? 

Mr. Rea. I believe I had one conference with one individual, at 
which he asked why our prices were so low. 

Mr. MacIntyre. When was that ? 

Mr. Rea. I truthfully cannot say. I would guess that it was per- 
haps 6 or 8 months ago, maybe longer. 

Mr. MacIntyre. In the 1959 shipping season, though. 

Mr. Rea. Well, there is no shipping season for beans as such. I 
don’t really recall when it was. But I recall the conversation. 

Mr. MacIntyre. Now, was this the representative of another 
canner ? 

Mr. Rea. Yes. 

Mr. MacIntyre. Competing with you? 

Mr. Rea. On the bean items; yes. 

Mr. Roosevett. That is a different company. This is known as 
the Drew Co. ? 

Mr. Rea. It isthe same company. 

Mr. Roosrvetr. It is all one and the same ? 

Mr. Rea. Yes, it is all the same company. 

Mr. Roosrvett. My question on this would be can you tell this com- 
mittee whether the price changes which took place and which have 
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been complained about by a competitor—were these below costs at 
any time ¢ 

Mr. Rea. Unfortunately, we sell our Drew pack, as we call it, the 
bean items, at very close to cost. 

Mr. Roosrvett. That didn’t answer my question, sir. 

Mr. Rea. Well, to answer you correctly, then, some would be a little 
above and some would be a little below. 

Mr. Roosevetr. Was your competition the reason for your selling 
it below cost? Were they selling it below cost ? 

Mr. Rea. I can’t answer that question truthfully, because I don’t 
know his price list, and I don’t know what he is actually selling for. 

Mr. Roosrvetr. Can you give to this committee substantiation of 
the fact that you were meeting existing competition in order to— 
forcing you to sell at below cost ? 

Mr. Rea. No, I don’t believe I can. I can only say this, in con- 
nection with our price list on Drew pack—as we term it—that we go 
along using the same prices pretty much from periad to period, 
whether that period be 6 months or a year, and we don’t move the 
prices up and down too much on our bean price list. 

Mr. Roosrevetr. Well, that 

Mr. Rea. So at times beans might reflect a small loss and other 
times it would show a profit. 

Mr. Roosrveur. It becomes obvious, however, that any company 
which as a matter of policy is willing to sell any reasonable quantity 
of its product below cost 1s going to have a very serious effect upon 
any other company not in the financial position able to meet a price 
which is below cost. And would you not say that the general prac- 
tice is of forcing competition out of business by selling below cost 
was a reprehensible practice ? 

Mr. Rea. It would ts except that in selling this item we are faced 
with the same thing that you referred to this morning, and that is a 
companion advertised brand. Now, I think the bean item to which 
this other canner referred in that conversation is in a class in which 
there is a well-accepted advertised brand. In order to do business 
without private label, we must maintain a differential—just as there 
is on private label peaches or any other item. And our pricing is 
predicated upon that. 

Mr. Roosrvett. Nevertheless, if the advertised brand is able to 
spend that money and advertise, and not sell below cost, it is unfair 
competition to many for you to sell below cost if he finds himself not 
in a position to do so; isn’t that correct? 

Mr. Rea. We could adopt a policy of not selling. That would be 
the answer. We either meet that price or we don’t sell. 

Mr. Roosrvettr. That is correct. But in essence, in order to meet 
that competition, and his complaint to this committee is that you are 
in such financial position, with the resources available to you, that 
you can maintain below-cost selling over a period which it would be 
impossible for many to meet, and therefore you could effectively 
eliminate his competition by below-cost selling. 

Mr. Rea. May I point out that we pack in the Drew pack line an 
equivalent line to what he packs, and we make a profit on the overall. 
Now, if you want to pick on a specific item, sold at a specific time, I 
cannot say to you that we made a profit on that specific sale. It is 
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too close an item for that. But every year for the last 4 or 5 years 
we have shown a profit on the sale of that entire pack. 

Mr. MacIntyre. Now, you have told the chairman that on some 
of these sales, about which this conversation had to do, were above 
costs, and some were below costs. 

Mr. Rea. I theorized they could be. I didn’t say they were. 

Mr. MacIntyre. You told him the lower priced ones applied on pri- 
vate labels. Are we correct in our understanding on that? 

Mr. Rea. Our price list on private label and on our own label is 
the same. 

Mr. MacInryre. But in this instance, on these beans, they were— 
the higher prices applied on private label sales, is that correct ? 

Mr. Rea. They applied on private label sales as well as our Drew 
label sales. 

Mr. MacInryre. And the private label sales were made to the large 
chainstores in those instances, were they, large chainstore organiza- 
tions ¢ 

Mr. Rea. I am trying to think if we have any large chainstores on 
the particular item. And I don’t think we do. I cannot answer that. 

Mr. MacIntyre. Will you inform the committee whether some of 
these below-cost sales of the beans at that time were made to the large 
chainstores ? 

Mr. Rea. I object to your “below cost.” Perhaps below cost. 

Mr. MacIntyre. Now, going back to this price of the peaches of 
$5.40: 

Mr. Rooseverr. Would counsel permit me just a minute. You have 
objected to this, and you are the president of the Drew Co., are you 
not ? 

Mr. Rea. No, sir. 

Mr. Roosrvett. What is your position with them ? 

Mr. Rea. I am executive vice president of United States Products, 
which includes the Drew Co. 

Mr. Roosrevetr. And as executive vice president, you are unable to 
tell us whether there are sales below cost or not? You can only 
theorize? I don’t want to jeopardize your job, but I would like to 
have an answer to that. 

Mr. Rea. There are some sales on this particular item below cost, 
depending on how much we pay for the beans, what our net result is, 
the yield, as we call it, out of the bag of beans that we buy. 

Mr. Roosrvenr. Then Mr. Rea I don’t think you can object to the 
statement of counsel. 

Mr. Rea. But he said that they are below cost. They are sometimes 
below cost. 

Mr. Roosevett. Well, Mr. Counsel, will you please say hereafter— 
“the sales that are sometimes below cost.” 

Mr. Rea. If you would. 

Mr. MacIntyre. Now, referring to the $5.40 price on the peaches, 
to which we referred earlier, are you prepared to inform the com- 
mittee at this time that your company made a profit, and a satisfactory 
profit, on those peaches that it thus sold to A. & P.? 

Mr. Rea. At $2.70? 

Mr. MacIntyre. Yes. 

Mr. Rea. Yes,sir. Tothe best of my recollection. 
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Mr. MacIntyre. What about the one at $5.40 to A. & P.? 

Mr. Rea. Yes, sir. 

Mr. MacIntyre. Would there be as much as $1.75 per case difference 
in the case of the Iona peaches you sold A. & P. and the $5.65 peaches 
you sold to your other customers in Blackstone, Va. ? 

Mr. Rea. No, sir. 

Mr. MacInryre. How do you account for the difference in price? 

Mr. Rea. I thought that we had arranged that I would look into it. 
[ can’t account for it. 

Mr. MacIntyre. Isn’t it a fact, Mr. Rea, that the difference has 
arisen because of the bargaining position of the buyer in that par- 
ticular instance, and the negotiations by him with you for that price. 

Mr. Rea. No,sir. 

Mr. Moore. Actually, are we asking this man, Mr. Counsel, to— 
he has been unable to answer us becaues he needs to refresh his memory 
as to the transaction and the type, and now we are asking for the 
same information on the same transaction that we have asked him 
previously to supply us information on in writing, is that not correct? 

Mr. Rea. Yes. 

Mr. Moore. I mean are we not laboring the same point that he 
pleads no knowledge of or wanting to refresh his recollection. 

Mr. Roosevett. I think the Chair will have to rule that the question 
is proper. We have asked him to substantiate it in detail, the reasons 
for it. But the counsel has asked for a general reason why there 
should be this difference in price, and has asked him specifically 
whether the reason is because of the pressure or the sales insistence 
of the major main buyers. 

Mr. Cutien. Did he not say previously that it was a factor, and he 
tried to put it in context with other factors—that is my recollection 
of his earlier testimony. 

Mr. Roosrvetr. Counsel, suppose you rephrase your question and 
ask it again, and then we will then decide whether or not it is a proper 
question. 

Mr. MacIntyre. Mr. Rae, you have told us that this difference be- 
tween the price of the Iona peaches to A. & P. at $4.90 per case and 
at $5.65 cents you charged cthers for peaches was not accounted for 
by any difference in cost. And I have asked you whether or not that 
that difference, then, is accounted for at least in part from the bargain- 
ing position of the buyer and his negotiations with you. That is my 
question. 

Mr. RoosrvetT. Now, before you answer that, may I confer with Mr. 
Moore. 

Mr. MacIntyre. May the record show, Mr. Chairman, that the 
attorney for the A. & P. Co. has just advised the witness, rather than 
the witness’ own counsel. 

Mr. Roosrvett. May I admonish anyone who is not properly before 
the committee and testifying under arrangements made by the com- 
mittee shall not approach the witness at any time, and if that is re- 
peated, you will be held in contempt of the committee. Now, I will 
ask you to please sit down. And if you want to explain at a later time 
to the committee you may. But you will please not do that again. 

Mr. Cutten. I wonder if before the question is answered I may 
make a statement, too. This assistance from other counsel was not 








S66 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


requested in any way by us. And we are a little embarrased, because 
the point I was making with Mr. Rae before counsel for A. & P. ap- 
proached was the point that counsel for A. & P. made with me. But 
this is purely coincidence. 

Mr. Roosrvetr. We are happy to have the statement. The witness 
will now proceed to answer the statement of counsel. 

Mr. Rea. Well, so much has gone on, what is the question ? 

Mr. Roosevetr. The chairman will instruct the reporter to go back 
and read counsel’s question to the witness. 

(The question, as recorded, was read by the reporter.) 

Mr. Rea. First of all, I think we have to go back a little further. 
You asked me if there was a difference. And I think I misled you to 
some extent—difference between the $5.65 price and $4.90 ert There 
is. We are talking about two different grades of peaches. Earlier 
in the testimony I think you asked if it would substantiate that big 
difference, and I said no, cost would not. But I didn’t indicate the 
cost was the same for those two grades. 

Mr. MacIntyre. No; I had not taken your answer to indicate that 
the cost was precisely the same. But my question was, Did the slight 
difference in the quality of the two oven account for that great 
difference in the price. And the question still goes. 

Mr. Rea. In answer to that, the greater part of it is accounted for 
the difference in grade. 

Mr. MacIntyre. But the total difference is not accounted for by 
difference in the grade—the total difference in the price. 

Mr. Rea. I would say not. 

Mr. MacIntyre. And then, to what do you attribute that? Is it 
in part due to the negotiations of the buyer for that price? 

Mr. Rea. I cannot answer that question without first reviewing 
the sale and seeing what other items might have been included and 
what the quantities were and so forth. 

Mr. Roosevetr. The Chair will accept that answer, and we will 
proceed. 

Mr. Rea, so that the committee may understand a little bit more 
of your business operations, I wonder if you would explain to us 
again, going to this bean situation, how exactly does the price start 
out. For instance, what is meant by the expression of the buyer in an 
interoffice memorandum that I have here, when he says “I expect to 
have a proposition off the line.” Now, what would he mean in making 
that statement ? 

Mr. Rea. The buyer made the statement ? 

Mr. Roosevetr. I will document it. The buyer is Mr. B. C. Sale 
of Winn-Dixie. He makes that in a memorandum to a Mr. Blitch in 
his Jacksonville office. What does he mean by that? Because this 
memorandum specifically refers to you. It says—it goes on and 
describes what they expect off the line, and then says— 

The United States Products Co. will have a deal for us on shipments off the line 
as well, and we do not know what the price will be from New Hill or United 
States Products at this time— 

indicating that they are waiting for this deal from you. Can you ex- 
plain that so I understand it ? 

Mr. Rea. Well, I think the committee knows there is a list price, and 
then there develops from that a street price. I don’t need to go into 
detail on that. 
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Mr. Roosrverr. Well, go into a little detail on it. I am kind of 
interested. 

Mr. Rea. Well, after the list prices are named, there are conversa- 
tions between our sales department, buyers, and bookers in San Fran- 
cisco, and finally we arrive at a price at which we have a willing buyer 
and a willing seller. 

Mr. Roosrveir. So there is negotiation going on; is that right? 

Mr. Rea. That is what is termed as “street price.” And that is 
what he refers to there, because during the shipping season, the price 
that the willing seller is willing to sell to the willing buyer is normally 
less at that time, because of being able to operate cheaper by labeling 
right off the line, shipping it out in carload lots, and not having 
the usual warehouse costs. 

Mr. Roosrvetr. Now, most of this is done on the phone, is that cor- 
rect, and by individual face-to-face meetings ? 

Mr. Rea. As far as 1 know. I think you understand that I am not 
in the sales department. But that is my understanding. 

Mr. Roosrvetr. But you said—I presume your sales manager gets 
into this too; doesn’t he? 

Mr. Rea. Oh, definitely ; he better. 

Mr. Roosrvett. Is your sales manager present ? 

Mr. Rea. I don’t know. 

Mr. Roosrverr. Would you look around. 

Mr. Rea. I don’t see him. 

Mr. Roosrvetr. I saw him this morning. Iam sorry he left. 

Mr. Rea, in 1958, on purchases made from you by Winn-Dixie on 
April 15, 1959, I have here a summary of your reservation balances. 
This record shows the amount originally booked, the adjustments, 
what was shipped, and the balances remaining. I want to read them 
to you, because I think they might be of interest. 

They show grand totals booked—and this goes for yellow cling 
peaches, fruit cocktail, Bartlett pears, and tomatoes—booked, 81 ,040, 
adjusted to 77,860, actually shipped, 61,115, balances of 16,745. Now, 
in view of previous testimony, which I am sure you heard, what is your 
explanation of what to do with the remaining balances? Do you have 
to sell them at a lower price? 

Mr. Rea. No. 

Mr. Roosevetr. What do you do with them ? 

Mr. Rea. Well, I think I heard the testimony here that the reserva- 
tions mean nothing, insofar as they involve commitment to purchase. 
We don’t feel that that is true. We feel we have a moral obligation 
to discuss these reservations from time to time with the buyers, whether 
they be on California Street, as we term it, or any place else in the 
Nation. 

Mr. Roosevetr. You are referring to Mr. House, the great inde- 
pendent, who wants us to go home. 

Mr. Rea. Yes. 

Mr. Roosevetr. I agree with you, I think he was wrong in that 
statement, and I think the testimony will show you do consider there 
is a moral obligation. 

Mr. Rea. And those reservations are reviewed, in our case, quarterly, 
by giving to the sales department a complete record by buyer, of every 
item that we pack that falls due for that particular date. We have 
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a shipping schedule set up with the buyer. We discuss it with him, 
and we cancel off, or make some arrangement for the balance. 

Mr. Roosrvetr. That would be reflected in the column here called 
adjusted. 

Mr. Rea. I don’t believe so. I can’t speak for his records there, 
but I think we made adjustments in addition to that. It could be that 
adjustment column you have there is the original booking—then we 
make appropriate adjustments after that. Unfortunately we don’t 
always get all of an item from the growers we expect to get. 

Mr. Roosrvetr. Let me draw your attention to the fact that it says 
“booked”—now, booked cannot be anything more than the original 
reservation. Then “adjusted to”—I don’t see how that could be any- 
thing else than the adjustments you are referring to. 

Mr. Rea. I can. 

Mr. Roosevetr. Well, what? 

Mr. Rea. We have two adjustments. The first is immediately after 
the packing season is over. When we find that we have taken reserva- 
tions for X number of cases, and we determine that Y number of 
cases is all that we can deliver, we give that information to the buyer. 
Then periodically, through the year, we make further adjustment 
on that 

Mr. Roosrvetr. But this is for the full year. 

Mr. Rea. I can’t tell what information it is. It could be the full 
amount. I don’t know. 

Mr. Roosrvetr. This is submitted and taken from their files as be- 
ing for the full year, accounting for all the adjustments made back 
and forth during the year. 

Mr. Rea. I just question whether they made the same adjustments 
on their books that we have. 

Mr. Roosrvetr. Well, now let’s go on to the next column. Booked, 
you agreed with that, that that is the reservation ? 

Mr. Rea. Yes. 

Mr. Roosrevetr. Will you agree that the column labeled “shipped” 
is the amount actually shipped to them ? 

Mr. Rea. I have no reason to argue that point at all. 

Mr. Roosevetr. All right. Then in the final column, which says 
“balances,” and shows 16, 745, would you please tell me w hat happened 
tothem. Did yousellthem elsewhere ? 

Mr. Rea. We sold them elsewhere. And I would say if we had 
16,745 cases carried over into the following year, our sales manager 
won't have his job. He would have to review those figures period- 
ically with the customer, so that when we come down to the end of 
the — we have a reasonable balance. Now, 16,000 out of how 
many ? 

Mr. Roosevett. Out of 81,000 booked. 

Mr. Rea. It would not be reasonable. 

Mr. Roosrvetr. It would not be reasonable, would it ? 

Mr. Rea. No. And I am sure our records would show a little dif- 
ferent picture than that. 

Mr. Roosrvett. Well, would it be unfair, in order that this com- 
mitte may find out what the facts are, that you submit what your in- 
terpretation of this table is. I would be glad to have you look at it if 
you want to make a copy of it. 
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Mr. Rea. I think we should havea copy. 

Mr. Rocsrvetr. All right, we will make a copy, and I will give it to 
you after the hearing. 

Of course, I want the exact figures of what the balance was on your 
books as compared with this, so that we can then work together to 
get an explanation of whatever difference there is. 

Mr. Rea. Yes. 

Mr. Roosrvett. Now, assuming that there is any substantial carry- 
over, what effect does this have on your new pack prices? 

Mr. Rea. I can only answer that by saying we endeavor not to have 
any carryover. 

Mr. Roosevetr. But if you do, what happens? 

Mr. Rea. Well, it very ofen has an unfortunate effect on our prices. 

Mr. Roosevetr. It would have a very serious one; wouldn’t it ? 

Mr. Rea. Yes. 

Mr. Roosevevr. And this in turn would be reflected back to the 
grower. 

Mr. Rea. Possibly. 

Mr. Roosrvetr. And conceivably, thereafter, if there is anything 
in this at all, what you did when you got an order of 81,000, you 
pretty much predicated your operations on that booking order, didn’t 
you? That is what you get it for. That is what it is set up for. 

Mr. Rea. Yes. 

Mr. Roosevetr. And if it turns around that the buyer then comes 
through and only buys 61,000 as against 81,000 for you, that is a 
very serious dislocation of anybody’s schedule, isn’t it ? 

Mr. Rea. It is. 

Mr. Roosrvetr. And these are their own figures. And isn’t that 
the best possible way I can think of to be driving you down to a price 
which you are almost going to have to effect if you have a carryover 
the next year ¢ 

Mr. Rea. I think it could be looked at that way. But we actually 
have not got that 16,000 cases on hand by the time the next season 
rolls around. 

Mr. Roosevett. If you didn’t sell them here, you had to go out and 
sell them some other place. 

Mr. Rea. That is true. 

Mr. Roosevetr. And do you tell me that you got the same price as 
you had expected to get from Winn-Dixie? 

Mr. Rea. I think that would be a logical assumption. 

Mr. Roosrvetr. Well, I don’t want assumptions. I want to know 
what happened to them. 

Mr. Rea. I think that would be logical, depending on the item. If 
the price is declining, we would not. 

Mr. Roosrvett. Why would it decline? Because you had a sur- 
plus—everybody knew in the market you had to get rid of that sur- 
plus. Isn’t that correct ? 

Mr. Rea. You are proceeding here on the premise that we are hold- 
ing all of this merchandise for this buyer, this 16,000 cases. 

{r. Roosrvetr. I am saying the buyer tells me—not you—that he 
gave you a certain amount of reservations and that he only took a cer- 
tain amount from you, by his own figures. 
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Mr. Moore. But Mr. Chairman, that doesn’t mean—and I don’t 
know whether this gentleman is going to get to it or not—that this 
company has in their warehouses that exact number of cases. 

Mr. Roosgevett. That is not the point, Mr. Moore. The point is 
that he of his own admission has told you he has had to gear his pro- 
duction to the tune of the reservation, of 81,000. Now, when he gears 
it to that, and when his customer, instead of taking that, only takes 
61,000 he is bound to have as he has himself told this committee a 
dislocation—he has got to get rid of them someplace. 

Mr. Moore. Do you have the cases? 

Mr. Rea. No. 

Mr. Moors. Now, ask him where they are. 

Mr. Roosevetr. Where are they ? 

Mr. Rea. Wesold them elsewhere. 

Mr. Roosrvett. All right. So in selling them elsewhere, if I may 
point out to my colleague, the word goes out he has them to sell, be- 
cause they didn’t get taken by the original person who made the reser- 
vation. Now, it must be thereafter that knowing his weakness, any 
buyer worth his salt is going to step into the market and offer him 
less money for it. Now, any reasonable person I think can under- 
stand that. 

Mr. Rea. May I say one thing in that connection ? 

Mr. Roosevetr. Of course. 

Mr. Rea. On that 81,000 cases, we discount. Now, we do not dis- 
count Winn-Dixie, we do not discount any particular individual. But 
we discount the overall, because we know that the customers, without 
having any obligation to take the merchandise, are going to over- 
order. Asa result, if we have 100,000 cases of an item to sell, we might 
sell 120,000. 

Mr. Roosevett. But do you discount on that percentage ? 

Mr. Rea. You are referring to 16,000 out of 80,000 cases? Yes, sir. 

Mr. Rooseveir. Twenty-five percent? You discount 25 percent. 

Mr. Rea. Yes; 20 or 25 percent we discount, that is correct. 

Mr. Roosevett. Well, then somebody is kidding somebody. It is 
a mighty strange way of doing business. And frankly, I just don’t 
believe it. Now, can you show me, will you show me your reserva- 
tions for the year 1958, from all of these major buyers, and show me 
your production schedule where you discounted them 25 percent? 

Mr. Rea. We don’t discount them all, because in some cases our 
pack is in excess of sales. But we would have quite a number of 
items which I can show you in which we have sales entered on the 
books that exceeded our actual stock in the warehouse. 

Mr. Roosevett. Say that again. You have what? 

Mr. Rea. There are quite a few instances in which our stock of an 
item in the warehouse is not equal to the amount we have sold on 
reservation. 

Mr. Roosrve.t. Well, of course that may be perfectly true. But I 
am talking about the overall picture, and I have used this one as the 
one that has been made present for us, and I would like to have the 
substantiation that you in general discount 25 percent, gearing your- 
self to production, against the reservations made by your buyers. 

Mr. Rea. I cannot say we do that with every single item that we 
pack, because we don’t have enough customers on some items to do 
that. We would be happy to do it, however. 
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Mr. Cutten. I would rather Mr. Rea not be bound by an exact 25- 
percent figure. I think his testimony is that there is substantial dis- 
counting, and we can document that. 

Mr. Roosrvetr. The committee will look for substantiation. 

Now, you had a rather small 1958 sale to Regent peaches, and I 
think the figures will show it was only about 500 cases. You shipped 
250 cases on the 26th of November 1958, at $5.15, and then you ship- 
ped no more until the 30th day of April 1959, when you shipped them 
100 cases at $4.90. In other words, a total of roughly 350, 

What happened between November 26 and April 30, that you didn’t 
ship them anything ¢ 

Mr. Rea. Well, we had such a small booking that we were not 
pressing them for any shipping instructions. We were not inter- 
ested in shipping instructions on these peaches. 

Mr. Roosrvetr. You have to press, of course, to go out and get 
orders. Isn’t that correct ? 

Mr. Roosrvett. You don’t sit back and just hope that somebody 
is going to walk in and give it to you; do you? 

Mr. Rea. I would say a reasonable selling effort is involved in any 
sale that we make. 

Mr. Roosrverr. And you made no effort to increase it with as good 
a customer as Regent ? 

Mr. Rea. That is correct. 

Mr. Roosevetr. Why ? 

Mr. Rea. Because of the supply of peaches we had in the ware- 
house. 

Mr. Roosevetr. You mean your explanation is that you had no 
peaches in the warehouse to sell. 

Mr. Rea. That is right. 

Mr. Roosevetr. Then why did you reduce the price from $5.15 to 
$4.90? This great supply and demand we hear so much about. How 
come ? 

Mr. Rea. Other canners did have the supplies, and we were simply 
going along on the market. 

Mr. Roosrvetr. On such an important and major thing as peaches, 
you just missed the boat that much ? 

Mr. Rea. Yes, we did—for that quantity. 

Mr. Moore. Talking about what—500 cases ? 

Mr. Rea. Yes. 

Mr. Roosrvett. Less than that ; 350. 

Mr. Rea. 250 cases balance. We didn’s press for shipping instruc- 
tions. 

Mr. Roosrvettr. We have heard about opening prices on a pack, and 
the negotiations which go on from there. I believe you announced 
an opening price of cherries in June of 1959 of $1.75 a dozen, on what 
are known as 802 Fre-Mar. The buyer, Mr. Souther, of Food Fair, 
in a memorandum of theirs said: 


So far other suppliers have not announced prices, but are quite sure they will 
all be on the same basis— 
what does he mean by “they will all be on the same basis?” If you 
announced $1.75 is everybody else going to announce at $1.75? 

Mr. Rea. I don’t know. Sometimes they do, sometimes they don’t. 

Mr. Roosevett. Well, obviously 
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Mr. Rea. He thinks so. 

Mr. Roosrvett. We will have to ask that buyer that question, in 
other words. 

Mr. Rea. That is right. 

Mr. Rooseverr. In a further memorandum, for your information, 
on July 8, Mr. Silas states that Paulus Bros. “have agreed to meet our 
present prices on Fre-Mar cherries at $1.75.” Is that an ex: ample of 


one cannery setting the price and the buyers asking the other canners 
to meet it? 


Mr. Rea. You would have to ask him that too; I don’t know. 

Mr. Roosrvetr. You are pretty knowledgeable in the business. 
Let’s ask you, from your general information, if you set a price, 
wouldn’t it be the normal thing at least that no one else is ond ably 
going to get offered any more than the price that you set? 


Mr. Rea. If we are a substantial factor in the business I would s say 
that would be true; yes. 


Mr. Roosrveir. Are you a major packer of cherries? 

Mr. Rea. No. 

Mr. Roosreveit. What percentage would you say you had of that 
market ? 

Mr. Rea. About 5 percent, 5 to 10 percent maybe. 

Mr. Roosrvetr. If you are up as high as 10 percent you would be 
a pretty good factor, wouldn’t you ? 

Mr. Rea. Well, other packers are much larger. We are one of the 
small packers on cherries. 

Mr. Roosevetr. Food Fair again, in discussing these meeting prices, 


in an interoffice memorandum of September 9, 1959, to their head 
office stated : 


United States Products is $2.60, that is on pears, 21%4 standard, but thinking 
they would take an order for immediate shipment at $2. 50. 


What ground did he have to think such a thought? Was there any 
negotiation or discussion with you? 

Mr. Rea. He didn’t have have e any negotiation with me; no. 

Mr. Roosreveitt. With anybody in United States Products? 

Mr. Rea. Well, assume that he had, or he wouldn’t have written 
that letter. So he must have had some negotiation. 

Mr. Roosrvetr. So 2 months ago yesterday your product list is out 


at $2.60, but a 10-cent differential ; is alres ady being made available to 
Food Fair. 


Mr. Rea. And others. 

Mr. Roosevetr. Did you notify others also that this was going to be 
available ? 

Mr. Rea. If the arrangement went through, and I am sure it did, 
knowing what happened on pears. 

Mr. Roosevert. Nev ertheless, don’t you believe there would be some 
advantage in knowing this was coming about, if you gave one buyer 


that information and not others, especially people not on the street ? 
Mr. Rea. Yes. 


Mr. Roosrveut. And the answer is “ Yes.” 


Mr. Sreep. Mr. Rea, I am confused about one thing—a lot of 
things, but one in particular. 
Mr. REA. Me, too. 
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Mr. Sreep. What is this reservation business? No one seems to 
pay any attention to it. It has no bearing; it didn’t bind anybody. 
Why do you have it? What purpose does it serve? I understand 
it has only been used on the street about 3 years. How did it get into 
the picture? What is the purpose of it? 

Mr. Rea. I think you will find it has been on the street longer than 
3 years, but I won’t attempt to tell you when it was started. 

I would suggest that it was started by the canners themselves as— 
what shall we term it?—a sales gimmick. They would go in and tell 
the buyer, “Rather than requiring you to commit yourself for a given 
number of cases at a given price, we are going to hold this many for 
you,” and he will agree that he very possibly can use that amount. 
The merchandise is then shipped at the price prevailing at the time 
of shipment. 

Mr. Sreep. Is there any way that the industry has of compiling all 
of these reservations before a pack starts, so they can use it as a guide- 
post? Is anything like that done with it? 

Mr. Rea. No, because the reservations come in for the most part 
after the pack is actually started. Before any compilation could be 
completed 

Mr. Sreep. In other words, your reservation is your own private 
property and not available to any other packers. 

Mr. Rea. That is true. Let me say this—during the preseason pe- 
riod, we estimate what we are going to pack before we ever start re- 
ceiving reservations. We pack to that rather than the reservations. 

Mr. Steep. There is another thing that maybe you can help me out 
on. Apparently from the testimony we are getting, all this Califor- 
nia stuff is the same; it makes no difference who cans it, the same 
quality, put any kind of a label on it, it all comes out the same way. 

Mr. Rea. I would differ with that. 

Mr. Sreep. That being so, why would there be any point in any 
buyer doing business with you or any other packer if he could get all 
he wanted from the first buyer he saw. 

Mr. Rea. I don’t think your premise is correct. I don’t think all 
the packers are the same. 

Mr. Sreep. We had testimony today that said if one packer ran 
short on a brand name, he would send over to your place or somebody 
elses and put his label on your stuff. 

Mr. Rea. That is probably true with canner A and canner B. But 
that would not be true between canner A and, let’s say, canner C. 
There is a difference in what the canners produce. 

Mr. Srerp. Well, I think it is important to have it cleared up, be- 
cause if this testimony we have had here today stands, these people 
who develop the quality under a brand name are going to be indicted 
in the minds of the public, and the value that they have built up in 
their brand name qualities is going to be harmed. 

Sitting here today, casually listening to a Jot of this, the develop- 
ment gives you the impression that a brand name is meaningless, 
really, if you know what goes on. That being true, what have you 
got, then, to use to sell your pack? You can’t talk quality. You 
can’t talk anything but price or some gimmick. 

Mr. Rea. We feel we can talk quality. And we feel that the brand 
names, although we do not participate in that business whatsoever— 
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we have no brands of our own at all—do do a job for the public inas- 
much as they maintain uniformity of quality, and consistency of 
product. 

Mr. Streep. Suppose that one—do you pack anything for someone 
under private label where they give you the formula of preparing the 
fruit or vegetables you are packing? * 

Mr. Rea. Y es, sir. 

Mr. Sreep. You put in the amount of salt or seasoning according to 
their recipe ? 

Mr. Rea. Yes, sir. 

Mr. Streep. That is on your private label. That is not something 
that you just make up and they come along and call it pork and beans 
because you call it pork and beans. It would be according to their 
recipe. 

Mr. Rea. We do it both ways. We have our own standard formula 
and pack to their formula. 

Mr. Roosrverr. You say you do it both ways? You get certain 
private brand labels and make it specifically according to their speci- 
fications. Then you turn around and you do it the other w ay. It just 
comes out pork and beans, and you put label A on that, and label B 
on the other set, and maybe C or something else on another set? Is 
that correct ? 

Mr. Rea. That is correct. 

Mr. Roosrvetr. Then the question would be, if you do that, how 
does the public know when you have done it acc ording to certain 
specifications, and when you have done it without those specific: ations ? 

Mr. Rea. Only by reliance on the brand that they buy. 

Mr. Roosrvetr. Only by reliance on the brand. In other words, 
unless they go in and ask you the specific question when did you 
take it out of that pot or this one, they have no way of ever knowing 
is that correct ? 

Mr. Rea. That is correct. 

Mr. Roosevett. Thank you. 

Mr. Sreep. How would you feel about the suggestion another wit- 
ness made that each packer have the can stamped * with his i imprimatur, 
or whatever you want to call it, on it, “packed by so and so. 

Mr. Rea. I think the private label people to whom we sell our mer- 
chandise would object to that. 

Mr. Roosevett. So do I. 

Mr. Steep. I am not interested in that. Asa peceer, though, would 
that present a problem that you couldn’t cope with ? 

Mr. Rea. No. It is no problem so far as production is concerned. 
If it was the law we could and would comply. 

Mr. Srrep. Do you think—what is your opinion as to what it would 
do generally to the industry ? 

Mr. Rea. I think it would confuse the consumer, because she relies 
on the brand name. It is true that the particular brand that we 
might be selling might be purchased from several different canners, 
but those buyers are pretty ¢ careful to maintain a consistency of quality. 
And I firmly believe the consumer is buying by brand, not by packer. 
The fact that U.S. Products Corp. is on the can, they couldn’t care less. 

Mr. Roosevetr. No—if the gentleman will yield—that is absolutely 
true. Why? Because of the “advertising, i is that correct ? 
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Mr. Rea. Yes. 

Mr. Roosevetr. That is the only reason, and what Mr. Steed is 
bringing out, suppose that they knew, and you put on that you packed 
it, and it was your grade A, they w ould know then whether they were 

really getting a deal on the basis of the private label or the adv ertised 
label, and they could then decide whether the increased cost was worth 
asking or not worth asking. And you think you would find that, as 
you have said, the advertised label would scream, because the house- 
wife would have it made clear to them for the first time, that they 
are not really buying any difference except the money spent on adver- 
tising. Doyouw ant to make any comment ? 

Mr. Rea. The only comment I could make is that the advertised 
labels that are not actually packed by the people who merchandise the 
product, private labels around the country, would be at an advertising 
advantage to someone like Cal-Pak Libby. 

Mr. Rooseveur. And »roperly so. 

Mr. Sreep. As a packer would you agree with this. The private 
label serves no purpose except as a price-cutting gimmick Sea the 
retailer, when you get right down to it. 

Mr. Rea. The priv ate label serves no purpose 

Mr. Sreep. If pork and beans are just going to be pork and beans, 
and you can bring them all out of the same factory, and put different 
labels on them, what is the advantage to the label if it doesn’t give 
you some excuse to have a price that is below these well advertised 
brand names? 

Mr. Rea. I’m sorry, sir, but I just don’t follow you on that. 

Mr. Streep. Well, take for instance Pet milk. We have some testi- 
mony before another committee where they made a brand name, con- 
densed milk, Pet milk, and Carnation milk, and Bordens, and then 
the same companies made this same identic al milk for private labels. 

And invariably the private labels sold for less than Pet or Carnation 
or Bordens did. But it was the identical same product. And we have 
had testimony here today saying these peaches are all the same—just 
put somebody else’s labels on them. The quality is identical. The 
size of the can, everything is identical. And yet they come out in 
the store being sold ata less price than Libby’s or Van Camps or the 
well-known brand names. 

Mr. Rea. Well, I am sure that Libby’s and Van Camp’s, the two 
you name, w ould like to pocket the entire difference between those 
two prices, but unfortunately, they have a lot of sales expenses, ad- 
vertising expenses, and so forth. 

Mr. Sreep. I know that. That is what I um bringing it up for. 
Because they have invested a lot of money in building up something 
in the public mind that will move merchandise. And my impression 
today is the trend of testimony has been taken here, it destroys that. 

Mr. Rea. You don’t feel that the advantage of going to the store 
und buy ing : a brand which has been consistent so far as you are con- 
cerned as to the quality you prefer is worth something to you? 

Mr. Roosrve.r. Not if the same brand at a good many cents off is 
exactly the same quality. 

Mr. Rea. But you can’t do that and be assured it is going to be the 
same quality and consistency. 
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Mr. Roosevetr. You mean I can’t do it in A. & P. and all the other 
chainstores that you have, and other canners have told us, very ex- 
actly the same grade? I can’t be assured of that ? 

Mr. Rea. I will retract that and say you can in that case. 

Mr. Rooseve.r. Well, thank you, sir. 

Mr. Sreep. Does your company have any of these—I don’t know 
the proper word—advertising allowances, this allowance for swelling, 
damage, rebates, whatever else these trade practices are that we heard 
about this mor ning? 

Mr. Rea. Fortunately, we are before this committee as a packer that 
sells only under private labels. So we have no advertising allowance 
or discounts or things you have been going into. We have the cash 
discount, we have the swelling, and we have price. 

Mr. Streep. Does the private label business in fruits and vegetables 
work somewhat like they told us about condensed milk? Is that an 
advanced contract you negotiate? Do you go into those private labels 
deals in advance, and then make up so much of this item for them? 
Is that the way you make those contracts ? 

Mr. Rea. If we pack a special formula for them, that is a firm con- 
tract, and falls out of the reservation area entirely. If we pack a 
standard item, such as 214 choice peaches, then it is on a reservation 
bs asis. 

Mr. Sreep. That is a standard quality that you assure them that 
what you pack will meet. 

Mr. Rea. Yes. 

Mr. Streep. That is all, Mr. Chairman. 

Mr. Roosrvetr. Mr. Moore? 

Mr. Moore. How long has U.S. Products Co. been in business, as the 
U.S. Products? 

Mr. Rea. 1917. 

Mr. Moore. Have you been private label packers since 1917 

Mr. Rea. Under a different arrangement, back in the late thirties, 
they endeavored to become an advertised label. We then did some 
advertised label work. 

Mr. Moore. I have no further questions. 

Mr. Roosrveur. Do you have any label now? 

Mr. Rea. Yes. As most canners do, we have a label that is avail- 
able for customers around the country who do not have their own 
label. We provide that in place of label allowance. If they provide 
the labels, we allow them label allowance. They are available to any 
of our customers. 

Mr. Moore. What is that label ? 


Mr. Rea. We have probably seven or eight brand names. We have 
the Drew label which we use on the bean line. We have the Signet 
label which we used on fruits. We have U.S.P., another brand. We 
have six or eight of them. None of them are of any importance. 

Mr. Rooseverr. How much of your products in that—what per- 
centage roughly is in that? 

Mr. Rea. Well, there is some movement of the lower grades under 
our own label to some chains. I would say probably 3 percent of the 
lower grades goes out under our label. But in the case of choice 


grades, I would say that only a small fraction goes out under our 
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Mr. Roosrevetr. Three percent of your total business would be in 
this. I have your memo here which details the allowances which you 
say “in order to keep our trade competitive, we are increasing all al- 
lowances for use of buyers labels as follows” and they are rather 
substantial. $4 up to $8.50 on some of these. F 

Mr. Avery ? 

Mr. Avery. Mr. Rea, one more question about reservations, and may- 
be this should be more properly directed to the buyer instead of the 
processor. As a participator in the business, in the industry, would 
you be surprised to learn that a buyer might make the same reserva- 
tion for the same commodity with more than one processor ? 

Mr. Rea. Yes. 

Mr. Avery. You would be surprised to learn that ? 

Mr. Rea. I would not be surprised if a buyer with a 20,000 case re- 
quirement for a given commodity made reservations of 10,000 cases 
each with two processors. 

Mr. Avery. But suppose he gave each a 20,000 case reservation ? 

Mr. Rea. In that case, I would be surprised. 

Mr. Avery. So in effect then the reservations have some tangible 
value as far as trade estimates are concerned ? 

Mr. Rea. I think they tend to be abused slightly. 

Mr. Avery. But they would indicate in a general sort of area the 
volume that would be anticipated. 

Now, just back to these peaches again. We have used the word 
choice peaches indiscriminately for 2 days. Is that the quality of 
peach—are the ingredients of that can prescribed and accepted by the 
industry, or are they established by the Pure Food and Drug Act, or 
by the Department of Health or what ? 

Mr. Rea. There is a standard of identity for peaches which is part 
of the 

Mr. Avery. I don’t understand what you mean by that. 

Mr. Rea. Well, you are getting me out in an area in which I may 
not be able to explain properly. For many of our fruits and vegeta- 
bles, there is a standard of identity that is published or is part of the 
rules of the Food and Drug, Department of Health and Welfare, and 
so forth. These rules control the packing process by, for example, 

rescribing the formula for heavy sirups, stating how peaches shall 
be pealed, pitted, sliced, halved, and so forth. 

Mr. Avery. Well then, you understand me and I understand you 
correctly—this term “choice peaches” is something more than just a 
trade reference. It has some very specific formula requirements 
that you suggest are probably set out under the Pure Food and Drug 
Act. 

Mr. Rea. The density of sirup is set out. 

Mr. Avery. Well, the number of peach halves, for instance, that 
would not be covered by that ? 

Mr. Rea. No. 

Mr. Avery. It is just the sugar content of the sirup. 

Mr. Rea. Anda reasonable quantity of the fruit in the can. 

Mr. Avery. So tying back these other questions, as long as this 
particular production line met that minimum requirement of sugar 
content in the sirup, then you would not be abusing any trade practice 
by putting any label that said choice peach on there. 
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Mr. Rea. I believe it has to meet—this is purely an opinion of mine— 
if you put choice or if you put grade B on the label, you would have to 
meet the standards of the Department of Agriculture. 

Mr. Avery. If you put what? 

Mr. Rea. Grade B on there. 

Mr. Avery. Grade B on there. Well, what else could you put on 
there? Is therea grade A? 

Mr. Rea. Yes. 

Mr. Avery. What do you have to meet when you put grade A on 
there / 

Mr. Rea. The peaches have to be more symmetrical; the color has 
to be better. 

Mr. Avery. Who sets those requirements ? 

Mr. Rea. The Department of Agriculture. 

Mr. Avery. The same as in grade B? 

Mr. Rea. Yes. 

Mr. Avery. Is there a commercial grade or something below grade 
B? If these questions should be more properly directed to somebody 
else, I will defer; but we have gotten so much involved in this, I would 
like to understand it. 

Mr. Rea. I can only say this. There would be some grade B peaches, 
or choice peaches—whatever way you want to choose to call them— 
that might be acceptable to buyer A and here are some more that 
would not. So in that sense, there is a commercial grade on them, too. 

Mr. Avery. I see 

And would you not agree that to the final purchaser, the final con- 
sumer of these peaches, ‘the products itself means more than the label 
on the can? That is, doesn’t that label mean something, not because 
they have seen it advertised, but because they have learned to appre- 
ciate the quality that label stands for ? 

Mr. Rea. Yes. 

Mr. Avery. So, therefore, the packer or the distributor, as the case 
may be—whosoever label it might happen to be—certainly has not only 
a moral obligation, but he has a ver y definite invested financial inter- 
est in keeping the quality of that particular commodity up to the one 
in which the customer is reasonably expected to find or has become 
accustomed to. 

Mr. Rea. You have put the point I was trying to make very well. 

Mr. Avery. I don’t believe this question of customers’ requirement 
and acceptability has been properly emphasized here. It is more than 
a matter of just the color of the label that identifies—or the size of the 
ad in the Saturday Evening Post, or some other publication. That 
label denotes quality to the consumer, probably from experience. It 
is a matter of practice and performance, if you please, that they have 
previously found under that label that makes it attractive to them. 

Mr. Rea. That is right. I would agree wholeheartedly with that. 

Mr. Avery. That is all, Mr. Chairman. 

Mr. Roosrverr. Well, Mr. Rea, on behalf of the committee, I want 
to publicly tell you we appreciate very much your efforts to be frank 
and complete in your answers. I think you have been. With the in- 
formation you will supply us, I want to say that I think you have con- 
tributed very materially to this hearing. We thank you very much. 
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Mr. Moore. Mr. Chairman, with respect to that, may I also add an 
echo to your comments with respect to Mr. Rea’s testimony; and, 
certainly, in the light of the fact that he is by and large, a private 
label canner, I think that he has made a contribution “for which I 
want to thank him. 

Mr. Roosevett. Thank you very much, gentlemen. 

The next witness that we will hear, I hope we can make quite brief, 
is Mr. Harlow Waggoner, president ‘of the Santa Clara Co. 

Mr. Waaconer. Do you promise to to tell the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Wacconer. I do. 


TESTIMONY OF HARLOW WAGGONER, PRESIDENT, 
SANTA CLARA CO. 


Mr. Roosrvetr. Mr. Waggoner, we have asked you to come before 
the committee for two main reasons. 

One, because I would like to have your testimony concerning the 
general financial problems of an independent canner. 

And second, to ask your opinion of the article in the California Fruit 

News of April 12, if you care to give it to us, as to the general ac- 
curacy—without, of course, in any way asking you to identify or to 
support the specific statements—but from your experience, do the 
statements made coincide with your general observations in the in- 
dustry ? 

First, then, sir, would you answer the last question ? 

Is your general feeling that the California Fruit News articles which 
have been ‘put into evidence before this committee—are they indicative 
and do they truthfully tell of the conditions set forth ? 

Mr. Wacconer. Mr. Chairman, I think that the article that Mr. 
Couchman wrote tells a story of the San Francisco buying 
situation in a general way. I agree with some of his statements, 
mainly dealing with the economics of the buying groups, and the 
reliance of certain canners upon their ability to ‘sell through these 
buying groups. 

As to the concluding remarks that he made with respect to buyers 
talking among themselves, I could not say anything in that regard. 

Mr. “RooseveEt tr. As to the other question, can you give me a brief 
picture of the pressure, if any, on independent pac -kers to meet finane- 
ing dates which might affect their ability to maintain an independent 
competitive position as against other packers in perhaps stronger fi- 
nancial position ? 

Mr. Waacconer. The canners in California, the large majority, are 
what we call seasonal canners. By that we mean they are obligated 
to produce their whole year’s output in a relatively short time. With 
the exception of the co-op canners in the State of California, these 
seasonal canners must pay their growers on a weekly basis, as well 
as their can and sugar bills, as well as their payroll. And I would 
say, as a general statement, that within a 4-month period, that most 
of these independent canners have had to finance their whole year’s 
pack, which requires a large amount of outside financing. This is 
normally done through banks on current borrowing se hedules, where 
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Mr. Rea. I believe it has to meet—this is purely an opinion of mine— 
if you put choice or if you put grade B on the label, you would have to 
meet the standards of the Department of Agriculture. 

Mr. Avery. If you put what? 

Mr. Rea. Grade B on there. 

Mr. Avery. Grade B on there. Well, what else could you put on 
there? Is therea grade A? 

Mr. Rea. Yes. 

Mr. Avery. What do you have to meet when you put grade A on 
there? 

Mr. Rea. The peaches have to be more symmetrical; the color has 
to be better. 

Mr. Avery. Who sets those requirements ? 

Mr. Rea. The Department of Agriculture. 

Mr. Avery. The same as in grade B? 

Mr. Rea. Yes. 

Mr. Avery. Is there a commercial grade or something below grade 
B? If these questions should be more properly directed to somebody 
else, I will defer; but we have gotten so much involved in this, I would 
like to understand it. 

Mr. Rea. I can only say this. There would be some grade B peaches, 
or choice peaches—whatever way you want to choose to call them— 
that might be acceptable to buyer A and here are some more that 
would not. So in that sense, there is a commercial grade on them, too. 

Mr. Avery. I see 

And would you not agree that to the final purchaser, the final con- 
sumer of these peaches, ‘the products itself means more than the label 
on the can? That is, doesn’t that label mean something, not because 
they have seen it advertised, but because they have learned to appre- 
ciate the quality that label stands for ? 

Mr. Rea. Yes. 

Mr. Avery. So, therefore, the packer or the distributor, as the case 
may be—whosoever label it might happen to be—certainly has not only 
a moral obligation, but he has a very definite invested financial inter- 
est in keeping the quality of that particular commodity up to the one 
in which the customer is reasonably expected to find or io become 
accustomed to. 

Mr. Rea. You have put the point I was trying to make very well. 

Mr. Avery. I don’t believe this question of customers’ requirement 
and acceptability has been properly emphasized here. It is more than 
a matter of just the color of the label that identifies—or the size of the 
ad in the Saturday Evening Post, or some other publication. That 
label denotes quality to the consumer, probably from experience. It 
is a matter of practice and performance, if you please, that they have 
previously found under that label that makes it attractive to them. 

Mr. Rea. That is right. I would agree wholeheartedly with that. 

Mr. Avery. That is all, Mr. Chairman. 

Mr. Roosrvetr. Well, Mr. Rea, on behalf of the committee, I want 
to publicly tell you we appreciate very much your efforts to be frank 
and complete in your answers. I think you have been. With the in- 
formation you will supply us, I want to say that I think you have con- 
tributed very materially to this hearing. We thank you very much. 
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Mr. Moore. Mr. Chairman, with ar to that, may I also add an 
echo to your comments with respect to Mr. Rea’s testimony; and, 
certainly, in the light of the fact that he is by and large, a private 
label canner, I think that he has made a contribution “for which I 
want to thank him. 

Mr. Roosevett. Thank you very much, gentlemen. 

The next witness that we will hear, I hope we can make quite brief, 
is Mr. Harlow Waggoner, president ‘of the Santa Clara Co. 

Mr. Waaconer. Do you promise to to tell the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Wacconer. I do. 


TESTIMONY OF HARLOW WAGGONER, PRESIDENT, 
SANTA CLARA CO. 


Mr. Roosrevetr. Mr. Waggoner, we have asked you to come before 
the committee for two main reasons. 

One, because I would like to have your testimony concerning the 
general financial problems of an independent canner. 

And second, to ask your opinion of the article in the California Fruit 

News of April 12, if you care to give it to us, as to the general ac- 
curacy—without, of course, in any way asking you to identify or to 
support the specific statements—but from your experience, do the 
statements made coincide with your general observations in the in- 
dustry ? 

First, then, sir, would you answer the last question ? 

Is your general feeling that the California Fruit News articles which 
have been ‘put into evidence before this committee—are they indicative 
and do they truthfully tell of the conditions set forth ? 

Mr. Wacconer. Mr. Chairman, I think that the article that Mr. 
Couchman wrote tells a story of the San Francisco buying 
situation in a general way. I agree with some of his statements, 

mainly dealing with the economics of the buying groups, and the 
reliance of certain canners upon their ability to ‘sell through these 
buying groups. 

As to the concluding remarks that he cree with respect to buyers 

talking among themselves, I could not sa y anything in that regard. 

Mr. Roosrverr. As to the other aiaiela: can you give me a brief 
picture of the pressure, if any, on independent pac kers to meet finane- 
ing dates which might affect their ability to maintain an independent 
competitive position as against other packers in perhaps stronger fi- 
nancial position ? 

Mr. Wacconer. The canners in California, the large majority, are 
what we call seasonal canners. By that we mean they are obligated 
to produce their whole year’s output in a relatively short time. With 
the exception of the co-op canners in the State of California, these 
seasonal canners must pay their growers on a weekly basis, as well 
as their can and sugar bills, as well as their payroll. And I would 
say, as a general statement, that within a 4-month period, that most 
of these independent canners have had to finance their whole year’s 
pack, which requires a large amount of outside financing. This is 
normally done through banks on current borrowing sc hedules. where 
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the production is hypothecated to the bank for collateral in return for 
current money needs. Most canners have to be out of their financial 
obligation prior to a new pack. Because of the seasonal demand, 
there is some financial pressure on independent canners. 

Mr. Roosrvett. Mr. Waggoner, would it, in your opinion, be advan- 
tageous, or would it be unfair in any way, to impose a prohibtion 
against below-cost selling in order to protect a packer in the position 
that you have just described against economic pressure due to the 
willingness of a better financed ‘packer to get him out of business by 
forcing the price down through low-cost sales ? 

Mr. Wacconer. Mr. Chairman, that is a deep question. I think 
from our own standpoint we are quality packers, and to subsidize a 
packer that is marginal to our way of thinking is not the answer to any 
of the complex problems that face the California canning industry. 

In other words, what I mean is competition, when it is aboveboard, 
will end ~ with the proper people in the business. If it takes un- 
derselling, I don’t think that 1s necessarily the answer. But I think 
in the long run, that competition should prevail. 

Mr. Roosrvent. Now do you include below cost selling as being 
aboveboard competition ? 

Mr. Wacconrr. We are involved with a very complex business, as 
you probably have gathered, mainly because we are dealing with 
mother nature, who we have not been able to control as yet. So 
we are going to have from year to year over and under packs of mer- 
chandise. And it is these overs and unders that cause these fluctua- 
tions, and your price sometimes is below cost. The merchandise must 
be moved. It is not a perishable merchandise when we put it in the 
can. But we have the next year to look at. So through the years, 
this process has worked very well. We have given the American house- 
wife actually the finest buy that is being offered at retail. And this 
has only been done by the competition within the industry, our 
ability to make the proper adjustments, both from the standpoint of 
our labor demands as well as our supplier demands, and even our 
buyers whom we compete with. 

So I can’t answer your question specifically. I can only say that 
this is a complex industry. 

Mr. Roosrvetr. In other words, what you are saying is that there 
are certain conditions under which possibly below cost "selling would 
be perfectly proper and justified. 

Mr. Wacconer. Under those circumstances. 

Mr. Roosrvetr. Yes. However, if it could not be justified, and if 
it was merely for the sake of driving a competitor out of business, 
would you agree that that should or might be properly labeled an un- 
fair trade practice? 

Mr. Wacconerr. I would, yes. 

Mr. Roosrvetr. Thank you. 

Mr. MacIntyre, do you have any questions ? 

Mr. MacIntyre. I believe not, Mr. Chairman. 

Mr. Roosrvetr. Mr. Steed ? 

Mr. Steep. No questions. 

Mr. Moore. No questions. 

Mr. Avery. No questions. 
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Mr. Roosrvetr. We thank you very much, Mr. Waggoner. We 
appreciate your appearance before the committee, sir. — 

Is Mr. Emil Rutz here? I had excused him, but if he is here, the 
committee would like to ask him a question. Mr. Rutz. Mr. Rutz, 
would you raise your right hand? Do you solemnly swear that the 
testimony you are about to give before this committee shall be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Rurz. Yes, sir. 


TESTIMONY OF EMIL RUTZ, PRESIDENT, SCHUCKL & CO. 


Mr. Roosevett. Mr. Rutz, I had planned to excuse you. You are, 
I believe, representing at the moment the Schuckl & Co., is that right? 

Mr. Rourz. That is right. 

Mr. Roosrvett. We had a good deal in the files concerning your 
company. But information reached me that—without implying 
anything wrong about it, because I think it is absolutely right 
and you have proceeded properly—that you do have certain obli- 
gations within the industry, financial obligations, outside of normal 
banking procedures; is that correct, sir? 

Mr. Rutz. We have obligations within the industry ? 

Mr. Roosevett. Financial obligations. 

Mr. Rurz. No. 

Mr. Roosevetr. None at all? 

Mr. Rurz. None at all. 

Mr. Rooseverr. In other words, you have no financial arrangements 
with any of the canners and you do not borrow from them ? 

Mr. Rurz. No, never have had. 

Mr. Avery. Mr. Chairman, may we have information on who this 
company is? 

Mr. Roosrvett. Mr. Rutz, why don’t you describe your company 
and its operation ? 

Mr. Rurz. We are canners of fruits and vegetables, and some spe- 
cialties, soups and sauces. 

Mr. Moors. The name of your company ? 

Mr. Rurz. Schuck] & Co., Inc. 

Mr. Roosrvetr. And you largely deal in private label ? 

Mr. Rurz. Yes—except our soups are distributed under our own 
label. 

Mr. Moore. That is what? 

Mr. Rutz. Soups. 

Mr. Moore. What is your own label? 

Mr. Rutz. Rancho. 

Mr. Avery. Is that the company Mr. Dodds was previously associ- 
ated with? 

Mr. Rutz. Yes. That is right. 

Mr. Roosrvetr. Mr. MacIntyre, do you have any questions of this 
witness ? 

Mr. MacIntyre. I would ask the witness a question or two, if I 
may. 

How long have you been the head of the Schuck] Co. ? 

Mr. Rutz. Since 1937. 
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Mr. MacIntyre. The great majority of all of the sales of Schuckl 
are made to a few large chainstore accounts, are they ? 

Mr. Rurz. We sell all of the chains that have representatives on 
California Street, and others that are not represented on California 
Street. And also to wholesalers. 

Mr. MacIntyre. What percentage of your total valume of sales 
last year would you say went to the large chainstore buyers on Cali- 
fornia Street ? 

Mr. Rurz. About a third. 

Mr. MacIntyre. Do you know of any other canner that has as large 
a percentage as you have of your total business devoted to sales to the 
California Street buy ers of the large chainstores? 

Mr. Rutz. I am not in a position to say that. 

Mr. MacIntyre. You don’t know of anyone who has as large a 
percentage as you? 

Mr. Rvrz. I don’t know whether there are any ornot. But I think 
it is one of the largest percentages, probably. 

Mr. Roosrevetr. Mr. Rutz, you, in supplying these chainstore buyers, 
from our records—for instance, you supply First National under the 
Finast label, is that correct ? 

Mr. Rutz. That is right. 

Mr. Roosevetr. And in the period under discussion, which is 
through the first half of 1959, generally what you supplied them you 
sold at a price of $5.40, ac cording to the records submitted. 

Mr. Rvrz. That is right, choice peaches. 

Mr. Roosevett. Now, you supplied Kroger with—for their labels? 
Mr. Rutz. Yes. 

Mr. Roosrvetr. A similar brand and quantity 
Mr. Rutz. Same quality. 

Mr. Roosevett. You also supplied American, Ideal choice brand, 
same quality, same price? 

Mr. Rutz. That is right. 

Mr. Rooseve.t. The same with Topco for the brand of Food Club? 
Mr. Rurz. That is right. 

Mr. Roosrtvett. And Safeway for Town House, correct ? 

Mr. Rutz. That is right. 

Mr. Roosevett. And A. & P. for Iona brand? 

Mr. Rutz. Iona brand is standard. Their choice label is A. & P. 
Mr. Roosrvetr. The price was a littlelower. It was $5.20 on that. 
Mr. Rutz. That is standard, that is correct. 

Mr. Roosrvett. Now, on the $5.40 brand, the statement has been 
made here, and I just want to doublecheck it with you—do you have 
a different run for each of these brands? 

Mr. Rutz. A different what ? 

Mr. Roosrvett. A different run, according to their specifications? 
Mr. Rurz. They are all choice. You see—— 

Mr. Roosevett. In other words, as the cans come out, if I may— 
as they are coming down the line, is there a cutoff point at which you 
say we have now supplied First National, and we have now supplied 
American? 

Mr. Rutz. No. 

Mr. Roosevetr. Yousimply put that label on 





I mean quality ? 
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Mr. Rurz. The cans run through the cooker, and at the end of the 
cooker, they are Choice, reg: ardless of what label is put on. But that 
Choice is within a certain range of quality. And that range of quality 
was established decades ago “by the Canners League of Califor nia, 
which put up specifications for canned fruits. 

Now, these specifications were written into the food and drug law. 
If you label a can of choice “Choice” or “Grade B” it has to be within 
the specifications. If you don’t put the grade on a can of peaches, 
then it has merely to meet the minimum standards of identity for 
peaches, which are different. There are, unfortunately I say, canners 
today who do no longer observe the specific ations that were established 
by the Canners League. And I think 

Mr. Roosrevett. Are there any major canners in that category ? 

Mr. Rurz. Well, I don’t w ant to mention names, but I w ould say 
theirs is a major canner. I have one particularly in mind—that does 
sell under X YZ brand but not Choice. 

Now, one thing I want to make clear, too, which was brought out 
in previous ev idence. Sugar as such, the sugar density, has no bearing 
on the quality of the fruit. You can pack grade A or fancy in water, 
and itisstillfaney. But the fruit has to be within the standards estab- 
lished by the Food and Drug Administration as grade A. It is a 
criminal offense if they pick up a can that is ‘obeled “Fancy” or 
“Grade A,” and it does not meet the specifications, the cannery is 
liable for criminal prosecution. 

Mr. Roosevetr. But is there any way that the consumer would know 
whether there was this degree of sugar, or whether it was plain water ? 

Mr. Rurz. Yes, the sugar has to be stated on the can. 

Mr. Roosrtvetr. They would know the difference in sugar if they 
had sense enough to look at it ? 

Mr. Ruiz. Yes. But they would not know the grade, except that 
it has to meet the minimum specifications for peaches. But they don’t 
know whether it is Standard, Choice, or Fancy. It has been a con- 
troversy within the industry ‘whether the grade should be stated on 
the label or not. 

Mr. Rooseveir. And today there is no grade stated on the label ? 

Mr. Rurz. It isnot compulsory. 

Mr. Rooseveir. How many do it that you know of? 

Mr. Rurz. Very few. You probably have heard of the so-called 
ABC labeling. It has not been accepted by the industry. I think the 
public has the protection of the aa name—if you have a responsible 
ethical organization behind that brand name. And I would say that 
that applies to practically all canners. There might be some excep- 
tions. But they do observe those standard specifications of the Can- 
ners League of ‘California, which are today also the food and drug 
specifications. 

Mr. Roosevetr. That is for Choice. 

Mr. Rutz. That is for Standard, Choice, or Fancy. If the Federal 
Government buys, they buy under those specifications of the Food and 
Drug Administration. And the Department of Agriculture issues a 
certificate that they complied with those specifications, which, as I 

said before, are practically identical with the standards established 
voluntarily by the industry itself years ago, before they were law. So 
that on the brand name you have a protection of quality. I can men- 
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tion one you probably have heard of. TakeS.&W. They do not can 
can maybe 1 percent of all the fruit that goes out under their label. 
The rest is all packed by other canners. But they do control the qual- 
ity, and when they buy goods, they make sure that they do come up to 
the specifications of their standards. So when you say that a canner 
buys from another canner, he is really fooling the public, when he 
puts his label on it; not at all. Asa matter of fact, the canner might 
have three, four, half a dozen factories and each factory is under an 
individual superintendent. They are not all under the same head. 

Now, you can add the seventh cannery that is run by somebody else, 
and packs just as good stuff as the other six canners. The guarantee 
is the ethical standards of the firm behind that label. 

Mr. Roosrvetr. Yes, but Mr. Rutz, you are overlooking the price 
differential. You are overlooking the fact that the private label as 
it goes out is sold at a considerable discount over the advertised label, 
and that the only reason for the increase in price is the basic cost of 
advertising, which the advertised label has. But it is the same product 
the chainstore is selling under the private label. 

Mr. Rurz. That is right. You might say I am advertising to the 
public truthfully that my can is very good fruit. The other fellow 
hasn’t got the money to advertise, but both are equally good. But it 
costs money to advertise. But I can establish a franchise that the 
woman that goes to the store picks up the advertised can and not my 
can. My can stays on the shelf. But the advertised can is sold. 

Mr. Roosrvett. Just on the basis of more advertising, more price ? 

Mr. Rutz. Well, then you say all advertising is no good. An item 
that is just as good—take two items, one is advertised and one is not, 
they are made by the same people in the same factory. 

Mr. Roosrevett. Let me ask you a question. If the Ford Co. had 
a Ford automobile, and they put it out, and also had a contract with 
Henry Kaiser to turn out exactly the same automobile in every re- 
spect—Kaiser didn’t touch it. Ford turned it out in every respect, 
just the same as his automobile. Do you think if Mr. Kaiser had 
enough money to advertise his Kaiser automobile, that pretty soon 
when somebody told the public that this was exactly the same as the 
Ford, which the Ford Co. was putting out, do you think they would 
get much difference in price from the public? 

Mr. Rurz. That I don’t know. How are you going to tell the public 
you can buy the same article at a less price under a different name. 
But the public says “No,” I want Ford. 

Take in our own field. Certain grocery products have such a fran- 
chise that people just won’t pick up any other brand or very, very lit- 
tle. They say, “That is the brand I want,” and eventually they even 
develop a taste for it. And what is taste? That is a matter of opin- 
ion, isn’t it ? 

Mr. Roosrveitt. Imagination, sometimes, I agree. 

Mr. Rurz. All right. But if you can, through your efforts, estab- 
lish a franchise for that item and sell it at a certain price, a profit, 
how are you tostop it? 

Mr. Roosevett. By telling the public the truth? 

Mr. Moore, do you have a question ? 

Mr. Moore. If you tell the public the truth in this particular in- 
stance, aren’t you going to put all of these other people out of busi- 
ness and concentrate more power in the hands of these big chains? 
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Mr. Rooseveit. Possibly. 

Mr. Moore. Will you further yield for a question to Mr. Rutz? 

Actually, this cost differential between the same quality, but one is 
a brand label and the other is made for private labeling—the cost 
differential is not, the advertising cost responsible for a part of that 
differential, and also where there is bulk or large buying practices of 
the private label that also reduces the price somewhat? 

Mr. Rutz. The private label you say ¢ 

Mr. Moore. Yes—those that are buying for the large chains, buy 
in such large amounts, that part of the difference in price is reflected 
in that large buying that they are doing. It is the same quality. But 
we say that the reason or a part of the reason for this difference in 

rice is the fact that you have got to advertise your private brand. 
s that right? 

Mr. Rurz. That is right. 

Mr. Moore. Now, I am asking you is it not also true that by reason 
of the large—the ability of the chainstore to buy a large amount of 
this same quality goods, that the difference in price on the shalves 
reflected by those large buying practices? 

Mr. Rutz. It might, under certain conditions, yes, of course. A 
buyer who buys in large quantities 

Mr. Moore. My point is this. You have to start some place. Let’s 
say a can of the best in your label, which is a national label, costs $5 
bucks a case. Now, you have got the cost of advertising and so on 
down the line, so by the time you get your cost to promote your 
item, you are going to add another dollar and a half, so that brings 
it up to $6.50 a case. 

Now, let’s take the same thing. Five dollars a case for a private 
Jabel—the same initial cost, same brand, same quality. Except it is 
going into a private label. You don’t have the cost of advertising, 
so you don’t add anything to it. But you do have, do you not, an 
advantage by this one company buying such great amounts that they 
can bargain and do bargain for a price better than the $5 a case. Is 
that not true? 

Mr. Rurz. Well, I think the advantage doesn’t lie in that. It lies 
maybe there too. But the advantage lies in their control of the shelf 
space and what they put before the public. 

Mr. Roosrve.t. Now, there is what I want to ask you a question 
about. They control the shelf space. Now, is it not true that part of 
that increased cost of the advertised brand does not go all into adver- 
thising, that some of it does remain with the retail outlet? 

Mr. Rutz. That is possible, yes, of course. 

Mr. Roosevett. Now, what is he buying? He is buying his oppor- 
tunity to get on the shelf space. 

Mr. Rutz. That is right. 

Mr. Roosevett. So in answer to Mr. Moore’s question, if we told the 
public the truth, it would probably mean that Cal-Pac would have to 
have a specification that was different from their ordinary price, but 
in order to get onto the shelf space, we would have to find some way 
to make that shelf space available to him, or he would have no place 
to sell it. 

Mr. Rurz. That is right. But when you say: “Tell the public the 
truth,” I think the public is told the truth—I would say how are you 
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to make them believe the truth? What is the truth? I know what 
we have done in our small way. We have tried to tell the truth. We 
tell them we have made tests of our products, and two out of three 
chose ours. But they still take the competitors, because they are so 
much bigger than we are, and the public just doesn’t react. They 
go by pac ckage identification, by habit that is formed over a period of 
years and decades. And you cannot destroy that by coming in with 
something even better. They have that franchise established. 

Now, are they entitled to take advantage within normal bounds to 
make a profit on that franchise which they have established through 
the number of years and make a profit on it? How are you going to 
stop that? How are you going to equalize what they call—lev eling 
everything off. You can only do it through complete regimentation. 
And we certainly don’t want that. 

Mr. Roosrveit. That is your answer to the committee—the only way 
you can do this is through complete regimentation. Of course, we 
don’t necessarily agree w ith that. We have had other suggestions. 

Mr. Rurz. Yes, but when I say “complete regimentation”—I mean 
you have to have complete regimentation or no regimentation. We 
have a classic example of regimentation in the canning industry in the 
State of California. That is our marketing deal on cling peaches. I 
have lived with every marketing order since 1927, and today, after 
that many years, we have a bigger surplus, we are facing a bigger 
surplus in cling peaches than we ever have. 

Now, I think when we try to interfere with the law of supply and 
demand, we should at least try and cure the thing that causes the 
condition, that requires a marketing order. It should have the remedy 
in it. But it has not. It aggravates the condition. Because, as I 

say, we have more cling peaches staring us in the face next year if 

we have a normal crop ‘than we have ever had before. And ‘by the 
canners’ own testimony who say they will be for another marketing 
order because we have a bear by the tail and don’t know how to let 
go of it. 

Mr. Roosrvetr. Mr. Rutz, it is also true these all came into being 
because you had supply and demand and it didn’t seem to work and, 
therefore, you were seeking other ways to make something work. So 
you w ant to go back to the situation which in itself brought about 
thisthing. That doesn’t seem to be progress. 

Mr. Rutz. W ell, you see, under our so-called free-enterprise 
system 

Mr. Rooseveit. But always add the word competitive. We never 
believed in a free-enterprise system unless it was competitive. 

Mr. Rurz. I think the canning industry is probably as competitive 
an industry as we have. And I “believe—and you mentioned this this 
morning—what would happen if we had more and more mergers with- 
in the chains. Well, at the present time I believe that there is as 
much competition among the chains as there is among the canners. 

Mr. Rooseveir. Without any question. 

Mr. Ruz. As I say, those men have eyes of marble and a heart to 
match. And I don’t blame them. It is their business to be that way. 
I think the system demands that kind of an attitude. 

Mr. Roosrvet. Would you also agree that if you ever did begin to 
lose that competitive situation, that then there would be a danger 
point to our free enterprise. 
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Mr. Rurz. Very true. When you eliminate competition, then, of 
course, you have monopoly. 

Mr. Rooseverr. And you are not for monopoly, are you 

Mr. Rurz. I am certainly not. 

Mr. Roosrevett. Thank you, sir. I am glad to hear you say it. 

Now, one last question. ; 

Are you ever faced with selling a product below cost because it is 
the street price, in your experience ¢ 

Mr. Rutz. Well, when you say “below cost,” what is cost? Cost is 
a more or less arbitrary distribution of certain fixed costs you have. 

Mr. Roosevetr. But you set up your costs, don’t you? Iam talking 
about the way you set up your costs. 

Mr. Rurz. Yes; we at times sell an item below cost. But if I can 
pack, for instance, a certain item in volume, which increases my all- 
over volume, it brings down my all-over overhead. The end result to 
me will still be a larger profit at the end of the year than if I had not 
sold that item at a loss. ’ 

Mr. Rooseverr. In other words, you will sell it for a loss in order 
to get into the business, and then pick up additional volume? 

Mr. Rutz. Under certain conditions, the conditions might be favor- 
ane for me to pack a certain item in larger volume than we normally 

ack. 
z Mr. Roosrvetr. Yes, but if you continue to do it at below cost, you 
wouldn’t be increasing your profit. 

Mr. Rurz. Yes, that is the danger. Of course, if every other canner 
does it, we have serious conditions. 

Mr. Roosevetr. Mr. Steed ? 

Mr. Moore? 

Mr. Avery ? 

Mr. MacIntyre, you have one question ? 

Mr. MacIntyre. You have told us about the business you do with 
the California Street buyers, the percentage. Does a part of that 
remainder of your business go to the U.S. Government ? 

Mr. Rutz. Yes,itdoes. About 16 percent. 

Mr. MacInryre. You made some sales to the U.S. Government of 
214-size cling peaches in the last 4 or 5 months, didn’t you? 

Mr. Rurz. Ithink wedid. Somesliced peaches. 

Mr. MacIntyre. Were they choice? 

Mr. Rurz. Yes. 

Mr. MacIntyre. Will you please inform the committee whether or 
not you gave the Government as low a price as you did A. & P. and 
the other buyers on California Street ? 

Mr. Rurz. I would have to look that up. 

Mr. MacIntyre. Will you inform the committee? 

Mr. Rurz. I would be glad to inform the committee. 

Mr. Moore. Will the gentleman yield? 

This business that he speaks about—is that not a bid business, a 
sealed bid arrangement ? 

Mr. Rutz. That is right. 

Mr. Moore. You just happened to be the low bidder ? 

Mr. Rutz. That is right. 

Mr. Roosevetr. As I understood Mr. MacIntyre’s question, and the 
committee would like responsive data to indicate whether the price 
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you made under sealed bid was higher or lower than comparable prices 
at that time you made to the California Street buyers. 

Mr. Rutz. Some businesses negotiated as you know, a portion of the 
business. 

Mr. Roosrvett. They negotiate a portion of the business ? 

Mr. Rutz. With the Government, yes. 

Mr. Roosevett. What we are interested in knowing is that the price 
either bid or negotiated, how it compares with the prices being paid by 
you simultaneously at that time to the California Street buyers. 

Mr. Rurz. We will be glad todo that. 

(The material requested is as follows :) 


ScHUCKL & Co., INC., 


Sunnyvale, Calif., November 11, 1959. 
Hon. JAMES ROOSEVELT, 


The Chairman Subcommittee No. 5 of the Select Committee on Small Business, 
Congress of the United States, Washington, D.C. 


Dear Sir: Pursuant to the request made by you at the hearing of your com- 
mittee in San Francisco yesterday, I am enclosing photostatic copies of our bid 
Submitted to Mr. J. J. Ambrose, Headquarters Oakland Region, Military Sub- 
sistence Supply Agency, in Alameda, Calif., for 10,000 cases 24/21%4 grade B 
(choice) sliced yellow cling peaches in heavy syrup at $4.80 per case net. This 
bid was accepted on September 18, 1959. 


I am also enclosing photostatic copies of invoices to the Kroger Co. and the 
Great Atlantic & Pacific Tea Co., dated September 17, 18, and 21, respectively, 
each containing a quantity of 24/214 choice sliced yellow cling peaches in heavy 
syrup billed at $2.45 per dozen ($4.90 per case). After deducting the 2 percent 
cash discount and one-eighth percent swell allowance, the net price realized 
on these sales was $4.80 per case, or the same price at which the above 10,000 
cases were sold to the Government. 

Yours very truly, 
EMIL RvTz. 

Mr. Roosrvett. Well, I think that is everything, Mr. Rutz, and we 
thank you very much. I am sorry I detained you, and appreciate your 
coming back. 

The last witness before the committee today will be Mr. Lee Can- 
terbury, of Hunt Foods, the northern California sales manager. 

Mr. Canterbury, before I swear you, do you want to inform the 
committee of who the gentleman is with you ¢ 

Mr. Levir. My name is Victor B. Levit, of Long & Levit. 

Mr. Roosevett. Do you intend to testify or merely to advise your 
client ? 

Mr. Levir. That is correct, merely to advise. 

Mr. Roosrvetr. Mr. Canterbury, do you solemnly swear to tell the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Cantersury. I do. 


TESTIMONY OF LEE CANTERBURY, DISTRICT SALES MANAGER, 
NORTHERN AND CENTRAL CALIFORNIA, HUNT FOODS, INC. 


Mr. Levrr. Mr. Chairman, I would also like the record to show that 
the witness is appearing in response to a subpena. 

Mr. Roosevett. I will be happy to have the record so show, and 
emphasize that Mr. Canterbury’s appearance before the committee 
is wholly at its request. As in other cases, we would have been glad 
to have these witnesses volunteer their appearances. But they did 
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not feel they wanted to appear before the committee except under 
subpena. 

Mr. MacIntyre, will you proceed, sir ? 

Mr. MacIntyre. Yes, sir. 

Mr. Canterbury, you are employed by the Hunt Foods, Inc.? 

Mr. Canterbury. I am. 

Mr. MacInryre. In what capacity ? 

Mr. Cantersury. I am the district sales manager for northern and 
central California. 

Mr. MacIntyre. As the sales manager in this area, San Francisco? 

Mr. Canterbury. Yes, sir. 

Mr. MacIntyre. How long have you been so employed ? 

Mr. CanTersury. Since January 1 of this year. 

Mr. MacIntyre. What was your position prior to that? 

Mr. Cantersory. I had a similar position on a temporary basis in 
southern California before I came to northern California. 

Mr. MacIntyre. For what period of time? 

Mr. Canversury. Approximately 6 months’ time. 

Mr. MacIntyre. In your position as sales manager for the northern 
California area, you are acquainted, of course, with the prices at which 
Hunt sold yellow cling peaches to the buyers for large chainstore 
organizations here in San Francisco ? 

Mr. Canrersury. No, sir; that is not part of the activity of the 
sales manager for northern and central California. It is handled by 
people from our Fullerton offices, and I do not handle the sales duties 
having to do with those firms. 

Mr. MacIntyre. In other words, each deal made with a chainstore 
buyer is a headquarters matter so far as your company is concerned, 
is that right ? 

Mr. Cantersury. I would like to point out even further than that 
it is not a deal being made with individual firms, but we, as all other 
packers do, offer prices based on the area in which we are selling. I 
sell on a delivered basis. And our company sells to other parts of 
the country on an f.o.b. basis. 

Mr. MacIntyre. F.o.b. California ? 

Mr. Cantersury. California plant, yes. 

Mr. MacIntyre. The records before the committee show that Hunt 
sold Kroger, American, and—well—Hunt yellow cling peaches during 
the first 6 months of this year at prices ranging from $5 to $5.40. 

Now, at what prices were you selling yellow cling peaches to other 
buyers of Hunt at that time? 

Mr. Cantersury. To the best of my recollection, before the new pack 
of this year, we sold on a delivered basis in the bay area at prices 
approximately $6 a case. 

Mr. MacIntyre. $6? 

Mr. CantTersoury. I think I should qualify that—that the price of 
peaches fluctated somethat during that year, and 

Mr. MacIntyre. Well, what about just before the new pack came 
out—what was your price? 

Mr. Cantersury. Just before the new came on my delivered price 
in northern California was $5.07. 
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Mr. MacIntyre. And Kroger was paying $5, and some stores, Mr. 
Paxson, as getting them for American Stores at $5.40. Can you ex- 
plain why your company made those differences ? 

Mr. Cantersury. Yes, sir. As I pointed out, I sell on a delivered 
basis, directly to the account—7 cents representing delivery charge to 
that account. 

Mr. MacIntyre. And if the records before this committee show 
that freight was allowed to American Stores and Kroger, then what 
would be your explanation for these differences in prices? 

Mr. CantTersury. If that were the case, I would have no explana- 
tion for it. However, I am not in a position to determine whether it 
was or not. 

Mr. MacInryre. You couldn't explain why you charged other cus- 
tomers of Hunt the higher prices than your company was willing to 
sell to Kroger and American Stores ? 

Mr. Canrersury. As I say, I am not aware of the prices which were 
being offered to these firms. I only work in northern California, and 
on a delivered basis, which doesn’t represent a change of price. 

Mr. MacIntyre. Were you with the company in 1957 ? 

Mr. Cantersury. Yes, sir. 

Mr. MacIntyre. In what capacity ? 

Mr. Cantersury. 1957, my title was western regional sales man- 
ager—as of June 15 of that year—before which I was a chainstore 
representative in southern California. 

Mr. MacIntyre. You represented your company in making sales 
to chainstores ? 

Mr. CantTersury. Yes, sir. 

Mr. MacIntyre. And for what period of time? 

Mr. Cantersury. Approximately 5 years preceding that. 

Mr. Macintyre. In that capacity, you had considerable experience 
in the making of sales of catsup, didn’t you ? 

Mr. CaAnTERBURY. Yes, sir. 

Mr. MacIntyre. Fourteen-ounce glass containers ? 

Mr. Cantersury. Yes, sir. 

Mr. MacIntyre. Snider and Hunt? 

Mr. Cantersury. No, I have not been concerned with Snider 
sales. That is a separate division. I sold only Hunt products. 

Mr. MacIntyre. Do you recall that in 1957, during the month of 
May, that Hunt made a reduction of 85 cents a case on catsup very 
suddenly ? 

Mr. Cantersury. Yes, sir, I do. 

Mr. MacInryre. What were the circumstances that compelled such 
a drastic, sudden reduction ? 

Mr. Cantersury. I would have to review the circumstances to be 
sure. To the best of my recollection, this was a general weakening of 
the market, and all our competition and ourselves made adjustments, 
similar adjustments along that time. 

Mr. MacIntyre. You don’t know of any prices made to anyone, 
though, by your company, even after that reduction, that were lower 
than the prices made by your company on catsup to the large chain- 
store buyers on Canterbury Street in San Francisco? 

Mr. Cantersury. I am not familiar with the activity surrounding 
those accounts. 
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Mr. MacIntyre. You don’t know of any lower prices than were 
made to those buyers on that occasion ? 

Mr. Cantersury. No, sir. To the best of my knowledge, our offer- 
ings are the same to all customers of like categories. 

Mr. MacInryre. Do you recall that about 4 years ago Hunt em- 
ployed a pricing on 6-ounce cans of tomato paste in California at 
prices that are below cost ? 

Mr. Canrersury. I am not in a position to determine whether that 
was below cost or not. 

Mr. MacInryre. What were your prices on it ? 

Mr. Cantersury. I couldn’t answer that. 

Mr. MacIntyre. You are acquainted that as a result of the prices 
thus made, 8 or 10 California paste packers did file suit against Hunt 
charging that those sales were below cost ? 

Mr. Canrersury. Yes, sir, I recall there was such a suit. I also, 
if 1 am correct, remember Hunt won that suit. 

Mr. MacIntyre. But there was considerable question about whether 
it was at or below cost at the time ¢ 

Mr. CANTERBURY. Yes, sir. 

Mr. MacInryre. What is your price today on catsup to the sellers— 
[ mean to the buyers solicited by you in this area? 

Mr. Cantersury. Delivered price of $3.35 for 14 ounce—I assume 
that is what you speak of. 

Mr. MacInryre. Yes. Have you taken orders for Hunt from any 
customers at 2 lower price since the first of this year ? 

Mr. Cantersury. No, sir. 


Mr. MacIntyre. And that answer that you have just given applies 
to all brands of Hunt, including Snider? 
Mr. Can'rersury. Sir, I don't sell Snider, so I am not involved with 


it. 

Mr. MacInryre. According to the records before this committee, 
in that. period of time your company sold A. & P. the Snider brand 
at. $3.10 less an advertising allowance of 45 cents, or promotional al- 
lowance, making it a price of $2.65. Do you know anything about the 
difference, if any, in quality of the Snider brand of catsup sold by 
Hunt and the catsup sold by you under different labels as packed by 
Hunt? 

Mr. MacIntyre. Quality in catsup does not follow the same pre- 
cept that quality in other commodities does. Catsup consists of a 
product having a set viscosity, and a set percentage of solids. And 
other than that, it becomes mostly a matter of taste. 

Snider catsup is what is known asa hot catsup. It is highly spiced 
by comparison with the regular catsups on the market. I think it is 
considered by some to be superior for that reason, and others inferior 
for that reason. 

Mr. Roosevett. Is any comparable product in quality sold by you to 
Snider ? 

Mr. Canterbury. Yes, sir. 

Mr. Roosevett. What isthe name of that? 

Mr. Cantersury. Our Hunt chili pepper catsup. 

Mr. Rooseve.t. That is comparable to the Snider product? 

Mr. CanTersury. Yes, sir. 

Mr. Roosrvett. Is there any price differential between the two? 
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Mr. Cantersury. We sell so little of the Hunt chili pepper catsup, 
I don’t think I remember the price. 

Mr. Roosevetr. You can supply that. Have you ever been in the 
factory to see it manufactured ¢ 

Mr. Cantersury. Yes, sir. 

Mr. Roosrvett. Are they manufactured under different formulas? 

Mr. Cantersury. This | couldn’t answer. I don’t know what the 
formulas are for the two. 

Mr. Rooseveitt. You have never been there and seen it coming off 
the line and seen it go into different bottles ? 

Mr. Canrersury. Well, I have seen Hunt catsup being packed. I 
have seen Hunt chili pepper catsup being packed and Snider catsup, 
but never at the same time. 


Mr. Roosevett. Is it manufactured in the same place? 
Mr. Cantersury. Yes, sir. 
Mr. Roosrvetr. And you couldn’t tell me whether or not it was 


actually the same product that goes into the same bottle ? 

Mr. Cantersury. No, I don’t have any knowledge of the formula. 

Mr. Roosrvetr. I won’t press you further, because I don’t think I 
have a right to ask it. 

Mr. Cantersury. Thank you. 

Mr. MacIntyre. In one of my earlier questions, I referred to the 
advertising or promotional allowance of 45 cents a case on catsup. 
Have you, in the sale of catsup to the customers of Hunt, made avail- 
able to them this year 45 cents per case allowance ? 

Mr. Cantersury. No, sir; 1 haven’t had that privilege. 

Mr. MacIntyre. In other words, the customers of Hunt to whom 
you sell have not been given that price advantage of 45 cents in the 
form of an allowance? 

Mr. Cantersury. I would like to make it clear that the Hunt sales 
structure and the Snider sales structure are completely separated 
identities, and that we would not necessarily sell at the same prices 
as the Snider division would. 

Mr. MacIntyre. That is irrespective of whether the product is the 
same in quality or different ? 

Mr. Cantrersury. Would you mind repeating that question ? 

(The question, as recorded, was read by the reporter. ) 

Mr. Cantersury. That is true. The Hunt customers were not 
given any allowances this year. 

Mr. MacIntyre. You charged them the regular list price? 

Mr. Cantersury. Yes, sir. 

Mr. MacIntyre. And to the extent that our records show that 
A. & P. did get a 45-cent case allowance on the Snider catsup, they 
did secure from Hunt the 14-ownce catsup by that much price advan- 
tage over the other Hunt customers served by you? 

Mr. Cantersury. The buyers who bought Snider bought at lower 
prices than those buyers who bought Hunt. Is that what you are 
asking me? That is true. 

Mr. MacInryre. By the amount of this 45-cents-per-case allowance 
made to A. & P.? 

Mr. Canrersury. Yes, sir. I would like to point out that I said 
before I am not sure what the allowance was on Snider catsup. 

Mr. MacIntyre. Our records show it to bb—— 
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Mr. Canterbury. Assuming that is true, this would necessarily fol- 
low. Because so far as Hunt brand was concerned, there was no al- 
lowance during that period of time. 

Mr. MacIntyre. Mr. Corbus of A. & P. said that is what Hunt 
gave him. We have that in writing here. And you are saying, under 
oath, that your employer didn’t tell you to give it to the other Hunt 
customers. ‘That is our understanding of your testimony, and we are 
correct in that, aren’t we? 

Mr. Cantersury. I don’t think I understand that. We are not 
correcting anything so far as I am concerned. 

Mr. Roosrvettr. Could we allow the reporter to repeat the question ? 

(The question, as recorded, was read by the reporter. ) 

Mr. Roosrvett. Before the witness answers that, I want to clear 
up that the question was properly put by counsel, if you would give 
us judgment here. 

Mr. MacInryre. I would like to repeat the question. I mean have 
the reporter repeat that question that I did ask. 

Mr. Roosrvetr. Could you repeat that once more for the benefit 
of counsel ? 

(The question, as recorded, was read by the reporter. ) 

Mr. Roosrvetr. We are referring specifically in this case to a 
Snider product, which you, however, I think, tell me you do not sell 
any of, is that correct ? 

Mr. Canrersury. That is correct. 

Mr. Rooseverr. And, therefore, I do not think that the witness is in 
a position to answer that question. 

Mr. MacIntyre. Well, Hunt, in having you to solicit its customers, 
have not provided you with instructions to give the buyers of catsup 
45 cents per case allowance, have they ? 

Mr. Canrersury. That is true. 

Mr. MacIntyre. So they paid $3.35 to you for the Hunt product? 

Mr. Canrersury. Correct. 

Mr. MacIntyre. And they are still paying that ? 

Mr. Cantersury. Correct. 

Mr. MacIntyre. And yet our records show that A. & P. did buy 
the Snider brand label catsup from Hunt at $3.10, less 45 cents, a net 
of $2.65 per case in the same period of time. 

Mr. Roosevett. Yes, but we talking about two different products. 
And in fairness to the witness, I think I must make it clear what 
counsel has brought out here is that your company, with a competitive 
product, if it is competitive, called Snider, has given a discount of 45 
cents to A. & P., but not on the same brand label as you sell, because 
you do not sell the Snider brand label. 

Mr. Cantersury. That is right. 

Mr. MacIntyre. Mr. Chairman—— 

Mr. Moore: Does he sell goods comparable in the Hunt line that is 
covered by the Snider label ? 

Mr. Canrersury. We do offer Hunt’s chili pepper catsup, which is 
a similar type catsup. 

Mr. Moore. I believe you did say a very little bit of that. 1 think 
you said you sold very little and you couldn’t remember the price. 

Mr. Cantersury. To the pennny I cannot, sir. 

Mr. Roosrvett. My question would be is this $3.35 product which 
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you were selling in this period comparable to the $3.10, less 45 cents, 
Snider product, which was being sold in this same period ? 

Mr. Canrersory. It is a different product. As a salesman in the 
Hunt organization, I think it is superior to the other product myself. 
I am not in a position to answer from a technical standpoint. 

Mr. Roosrve.r. Now, who sells Snider products in this rea ? 

Mr. Cantersury. The William Howard Brokerage Co. 

Mr. Roosrvett. Are you in competition with them / 

Mr. Canrersury. Yes, we are. 

Mr. Roosrvetr. And you are on catsup and Snider products, then ? 

Mr. Canrersoury. That is right. 

Mr. Roosevet. So it aie be fair to say that your own company 
was putting on the market a product under a different label in direct 
competition with you. Ata lower price? 

Mr. Cantersury. A similar type product, but identified as a sepa- 
rate type of tomato catsup; yes, sir. 

Mr. Roosrve.t. Now, I don’t believe you can answer this, but I am 
going to ask it anyhow. What would be the purpose of a company 
going into business, competing seemingly with itself at so much lower 

rice? 
¥ Mr. Canrersury. Youareright. I can’t answer it. 

Mr. Roosrveitt. Mr. MacIntyre. 

Mr. MacIntyre. Isn’t it a fact, Mr. Canterbury, that in the trade 
out here, the Snider brand is generally regarded as a fighting brand 
that is used by Hunt as an aggressive competitive-priced product ? 

Mr. Cantersury. I have not heard such a statement. 

Mr. MacIntyre. You are in no position to say it is of a different 
quality than the Hunt brand you sell. You, of course, speak up for 
the Hunt brand. 

Mr. Canrersoury. It is definitely a different quality. Whether it is 
superior or inferior, I could not answer that. 

Mr. MacIntyre. We will have to get the question about the quality 
from someone else in Hunt. 

I have no further questions. 

Mr. Roosrvetr. Mr. Canterbury, you are familiar, I believe, with 
this release “Hunt’s Tomatorama Allowance Schedule” ? 

Mr. CantTersury. Yes, sir. 

Mr. Roosrverr. It applies to Phoenix, San Diego, San Francisco, 
and Richmond, so that San Francisco and Richmond would be within 
your territory, would it not ? 

Mr. Canrersury. Yes, sir. 

Mr. Roosevetr. It gives a Hunt’s tomatorama promotional agree- 
ment, and there are various per case allowances under it. 

Do you demand performance under that? 

Mr. CanTerBury. Yes, sir. 

Mr. Rooseve.t. What kind of performance—how do you get proof 
of performance? 

Mr. Cantersury. The tomatorama allowances were paid, based on 
proof of performance, substantiated by newspaper advertising on each 
article individually upon which the claim was made, provision having 
been made for customers who do not advertise in newspaper channels 
by allowing them to participate through their normal advertising 
ways. 
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Mr. Roostvetr. Do they match dollar for dollar their expenditure 
against your allowance ? 

Mr. Cantrersury. The allowances were on a case basis, based on 
purchases during that period of time, assuming that performance was 
met. 

Mr. Roosevetr. You made the allowance on national rates ? 

Mr. Cantersury. No, this was per case allowance, based on physical 
number of cases shipped during the period of time—10, 15, or 20 cents, 
whatever the allowance may be by case. 

Mr. Roosevetr. Did you match it on a dollar-by-dollar basis? 

Mr. Canrersury. No; the requirements for performance were ad- 
vertising in the usual means by the account of each item upon which 
the claim was made. 

Mr. Roosevetr. So that if a customer was able to take advantage 
of a national rate as against a local rate, or vice versa, performance 
was complied with as long as he took the advertising and, therefore, 
one was able to save some money over the other; is that eorrect? 

Mr. Canrersury. No, sir, Mr. Chairman, this was not based on 
national line rates. The advertising allowance was based per case 
allowance. 

Mr. Roosrvettr. But the effect on the customer. If his performance 
was acceptable to you on the basis of lineage appearing in the paper, 
one customer might have exactly the same number of lines, but not 
have spent the same amount of money; isn’t that correct ? 

But you would have considered that his performance was acceptable. 

Mr. Cantersury. That is right. 

Mr. Roosevett. Is the allowance offered by this sheet made avail- 
able to every wholesaler, every dealer that you—every customer that 
you have on your books? 

Mr. Cantersury. Yes; every customer to whom we sell has this 
available to him. 

Mr. Roosevett. Does he receive a copy of this? 

Mr. Canrersury. He signs an agreement form at the beginning of 
the promotion. He also signs a claim form at the end of the promo- 
tion. Thisclaim form designates how many cases he purchased, desig- 
nates the performance, the advertising is attached to it before it is 
processed. 

Mr. Roosevett. Were there any customers that did not take advan- 
tage of the offer? 

Mr. Cantersury. Well, there was a national promotion, and I have 
to do only with one part of this sales area. But in this sales area in 
which I have concern, there was no customer paid who did not perform. 

Mr. Roosevett. Now, your normal list of people—suppose that you 
had a noncustomer. Would you have made it available to him ? 

Mr. Cantersury. I don’t think I understand that. 

Mr. Roosrvett. Presumably you have customers who come in from 
time to time, new customers, or at least you seek out new customers. 
Was this available to the new customer as well as to the one you al- 
ready had? 

Mr. Canrersury. Most certainly so. As a matter of fact, we at- 
tempt to use that as a tool in getting new customers. 

Mr. Streep. I have no questions. 
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Mr. Moorr. I have no questions. 

Mr. Avery. I have just one question, Mr. Chairman. 

Mr. Canterbury, you heard Mr. Rosenthal testify earlier today, I 
am sure, and to meet some of the ills in the food distribution processing 
industry, Mr. Rosenthal snggented two measures should be taken by 
Congress. Did you hear him? 

Mr. Levir. Mr. Chairman, I would just like to say that I don’t be- 
lieve that this witness did hear—except only a portion of Mr. Rosen- 
thal’s testimony. He didn’t arrive here until 2 p.m. this afternoon. 

Mr. Avery. Well, I can restate them very briefly. Mr. Rosenthal 
suggested that Congres should pass legislation, No. 1, to require that 
when a product was ; processed by a different plant—or say when it was 
canned in a different cannery than the one upon whose label it beared, 
the bottom of the can should so indicate. Do I make that clear? 

Mr. Cantersury. No. 

Mr. Avery. Well, as I understood the proposal was this. Nowadays, 
when one cannery—when a cannery cans a product and labels it, their 
identity is made known on one end of the can or the other. Mr. Rosen- 
thal suggested that if a separate—if a different cannery had canned the 
product, other than the one upon whose label is bore, that that should 
also be indicated on the can on the other end. 

Mr. CanterBury. These are can marks you speak of ? 

Mr. Avery. Yes, sir. 

Mr. Canterbury. What 

Mr. Avery. So as to tell the customer that it might not necessarily 
have been packed by the same cannery upon whose label it bore. 

Mr. Canrersury. You are asking this of me as a person who has 
had some experience in the business? I would say that the average 
housewife, or 99 out of 100, wouldn’t know what the can mark meant 
on the can anyway. As a matter of fact, many grocery people don’t 
understand the can-mark initials. They are supposedly secret can 

markings, denoting the day of—in_code—denoting the date packed, 
the product, the area, and so on. It doesn’t identify the product to 
the housewife in any way. 

Mr. Avery. All right. That is what I wanted to get your view on. 

Now, the other suggestion was that price differentials for the same 
pr oduct among different customers should be prohibited by statute. 
Would you subscribe to such legislation as that? In other words, 
all these trade practices that we have subscribed here now for 2 days 
would be eliminated by law. 

Mr. Levrr. Again, I would like the record to be very clear that 
this witness has not heard any of the testimony until he arrived here 
at 2 p.m. this afternoon. So as far as the testimony during the last 2 
days, I don’t think it is fair. If you want to ask him about what he 
has heard since 2 o’clock, that is all right. 


Mr. Avery. Well, I think I could ask the question probably another 
way. 

Promotional discounts, advertising discounts, volume purchases, 
if they exist, and any other practices in the trade that might result 
in differential pricing to different customers should be prohibited by 
law. 


Now, Mr. Counsel, does that explain the premise or not? 
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Mr. Levit. I have no objection to the question if the witness knows 
the answer. 

Mr. Avery. I am just asking the witness if he would subscribe to 
such legislation—if he would suggest such legislation be passed ? 

Mr. Canterbury. It would be my opinion that you would be sup- 
pressing trade to a certain extent by doing so. 

Mr. Avery. Do you think it would, in your opinion, Mr. Canter- 
bury, be helpful to the cannery industry? Would it provide any 
safeguard against some of these practices we have been describing, 
such as the ones I have defined ? 

Mr. Cantersury. Perhaps so. 

Mr. Avery. You have no particular reaction on it? 

Mr. Cantersury. No, sir. 

Mr. Avery. All right; that is all, Mr. Chairman. 

Mr. Roosrevetr. Mr. Canterbury, one last question. 

We have heard of these so-called reservations, described in various 
terms before the committee. One witness made the statement that 
his cannery discounted roughly 25 percent of the reservations given 
to his cannery by the buyer. Is that the practice of Hunt’s also ¢ 

Mr. Canrersury. Well, it is not the practice of Hunt—at least in 
the areas in which I serve—to reserve quantities of merchandise on 
such a basis. We are what is known as spot sellers. We sell on the 
market, and we don’t contract. 

Mr. Roosrevetr. You have no reservations made with you at all? 

Mr. Cantersury. No. 

Mr. Roosrvett. Do you happen to know whether Hunt’s does ac- 
cept reservations from customers on the same basis as is generally 
the practice in California Street ? 

Mr. Cantersury. I have heard the terminology contract within our 
organization, but I could not specifically say yes or no, because I don’t 
know. 

Mr. Roosrvert. Who in your company could we properly address 
a question to, if you know, as to whether or not reservations received 
from those customers are regarded as reasonably accurate or whether 
they automatically discount them 25 percent, or any percentage. 

Mr. Cantrersury. Yes; you could contact our general sales mana- 
ger, Mr. Albert Crosson. 

Mr. Roosevett. Where would we address him ? 

Mr. Cantersury. He is general sales manager of Hunt, Fullerton, 
Calif. 

Mr. Roosrveir. Thank you. 

Mr. Canterbury, we want to thank you very kindly for waiting so 
long today. We certainly appreciate your cooperation with the 
committee. 

Before I adjourn the committee—the committee did have some 
correspondence with a gentleman by the name of Coblitz and Gentel 
of Western Frozen Food Co. Are they here? We didn’t hear any 
more from them. I presume they are not here. Therefore, the 
committee will stand adjourned until 9:30 tomorrow morning. 

(Whereupon, at 5:15 p.m., the committee recessed, to reconvene at 
9:30 a.m. Wednesday, November 11, 1959.) 
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WEDNESDAY, NOVEMBER 11, 1959 


House or REPRESENTATIVES, 
Suscomm1rree No. 5 on Disrrisution Proptems 
OF THE SeLect Committee To Conpuct a Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BustNgEss, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 9:30 a.m., in room 338, 
U.S. Post Office Building, San Francisco, Calif., Hon. James Roose- 
velt (chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt (presiding), Steed, Brown of 
Missouri, Moore, and Avery. 

Also present: Everette MacIntyre, general counsel; Jane Hicks, 
research analyst ; and Brooks Robertson, analyst. 

Mr. Roosevetr. The committee will be in order, please. 

Mr. E. B. Antonell, and Mr. Crean—are they present ? 

If so, will they please come forward ? 

1 would want the record to show that on June 25, 1959, the com- 
mittee received, through a letter addressed to the chairman of this 
subcommittee, reading as follows: 


I have been reading with great interest of your hearings on the alleged 
monopolistic practices of the grocery chains on the retail and consumer levels. 
I believe that an investigation of the large chain buying habits and methods 
would uncover substantial evidence of monopolistic practices and unlawful price 
fixing. This matter is of vital concern to growers and shippers who are at the 
mercy of the chains due to their large control over supplies in the fresh fruit 
and vegetable industry. In April this subject was brought up before the 
Western Growers Association in L.A. Fear of reprisal from the chains has 
led to a do-nothing attitude by its members. I enclose a letter written to me by 
an outspoken member. This is self-explanatory. I sincerely hope the scope of 
your investigation can cover our shipper-grower industry, which is largely com- 
posed of farmers. 

Thanking you for whatever interest you may show. 

Very truly yours, 
E. B. ANTONELL. 


The letter is written on the stationery of Central Farms, Growers 
and Shippers, from Delano, Calif. 

To that I replied on July 6, telling him we would be in California 
and we would welcome his help. 

He then addressed a letter to Mr. MacIntyre, saying that he has dis- 
cussed the matter with a Mr. Crean, proprietor of the Growers Pro- 
duce Dispatch, at Salinas. He was informed on October 23 that the 
committee would be glad to hear from him as of this morning, at 9:30. 
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If the gentleman is present, the committee would still be glad to 
hear from him. If he is not present, we will proceed to the next 
witness. 

Is Mr. Brown of Topco present ? 

Will you come forward, please, sir? 

Mr. Brown, you are here under a continuing subpena, so the oath 
that you took the previous time will still be in effect. 
Mr. Brown. Yes, sir. 










TESTIMONY OF E. H. BROWN, TOPCO ASSOCIATES, INC., SAN FRAN- 
CISCO, CALIF.; ACCOMPANIED BY JOHN T. LOUGHLIN, BELL, 
BOYD, MARSHALL & LLOYD, CHICAGO, ILL. 





Mr. Roosrvetr. Mr. MacIntyre, do you want to inquire at this time? 
Mr. MacIntyre. Yes, sir, if I may. 
Mr. Moore. I would like to inquire to what extent was the gentle- 
man interrogated in the October hearings. Did it go beyond his re- 
sponse to the subpena to submit certain records # 

Mr. Roosrvett. The record of that proceeding, of course, has been 
printed, and has been delivered to all the committee members. 

As I remember, Mr. Brown, we asked more or less some general 
questions of you, primarily relating to the material that was asked for 
at that time. If that is not a proper summary, you may add to it. 

Mr. E. H. Brown. That is true. 

Mr. MacIntyre. Mr. Chairman, if I may add to that, I would say 
that it was in the nature of a voir dire examination of the witness, 
not only on his compliance with the subpena, but putting in perspec- 
tive his position and that of his firm, so that it would by whom he was 
employed. Those were, for the most part, the questions put to the 
witness. 

Mr. Chairman, may the record also show that Mr. Brown is accom- 
panied by his attorney. And I would suggest that he be identified on 
the record. 

Mr. Loven. I am John Loughlin, of Bell, Boyd, Marshall & 
Lloyd, of Chicago, counsel for Topco. 

Mr. Roosrvetr. We are happy to have you with us. The same gen- 
eral rule will apply. We will not swear you unless you wish to be 
sworn and give testimony. Otherwise, we will assume you just want 
to give counsel to your client. 

Mr. Loventrn. Yes, sir. 

Mr. MacIntyre. Mr. Brown, when you were before us last time, 
you discussed to some extent the membership of Topco Associates 
for which members you buy, and in that connection you mentioned 
ACF-Wrigley, the 15th top chainstore organization in the country, 
and also Penn Fruit, ranking as one of the top 30 chainstore organi- 
zations in the country. 

You mentioned also there were 25-some represented by you. 

Do you have the remainder of that list with you? 

Mr. E. H. Brown. Yes, sir, if you would like to have it for the ree- 
ord. Ihave alist. 

Mr. MacIntyre. Yes, sir. Would you please inform the committee 


who these other 23 or 25 members are—that is chainstore or ganizations 
for whom you buy? 
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Mr. Avery. Counsel—Mr. Chairman—I wonder if counsel, as he 
opens his questioning, would permit the witness to describe his com- 
pany just a little bit, for those of us who didn’t have the benefit of the 
other hearing. 

Mr. MacIntyre. Yes, sir. 

Suppose, Mr. Brown, you do repeat your position with the com- 
pany and give a résumé of the testimony you gave before regarding 


the nature of your company. That is the nature of the structure of 
your company. 


Mr. E. H. Brown. I am the west coast buyer of canned fruits and 
vegetables. Topco Associates is a cooperative organization buying 
for 27 supermarket chains and wholesale grocers. There are 25 
supermarket chains and 2 wholesale grocers. In canned goods, I buy 
for 23 of those members. The rest are frozen only. 


Now, did you want me to read the list of the members? 


Mr. MacInryre. Either that, or furnish it for inclusion in the rec- 
ord. 


Mr. E. H. Brown. There are 27 of them. So perhaps you would 
like to look at them ? 

Mr. Roosevett. Just submit them for the record, if you will, please. 

Mr. Moore. The list of these people you buy for are not of a con- 
fidential nature in any way ¢ 

Mr. E. H. Brown. No, sir. 

(The list referred to is as follows:) 


Torco ASSOCIATES, INC., MEMBER BUYERS’ MANUAL 
MEMBERSHIP AND PRINCIPAL LIST, SEPTEMBER 17, 1959 


Humpty Dumpty Division, ACF—Wrigley Stores, Inc., 615 Wilshire Boulevard, 
Post Office Box 8518 (Britton Station), Oklahoma City, Okla.; Mr. S. N. 
Goldman, Mr. William Coleman, Mr. Norman Hirshfield. 

Bettendorf-Rapp Division, ACR-Wrigley Stores, Inc., 8590 Page Boulevard, St. 
Louis, Mo.; Mr. Herb Schuppan. 

Wrigley Division, ACF-Wrigley Stores, Inc., 1391 Joy Road, Detroit, Mich.; Mr. 
I. R. Moore. 

Alpha Beta Food Markets, 1111 Fullerton Road, La Habra, Calif.; Mr. Claude 
Edwards, Mr. Cliff Haskell. 

American Community Stores Corp., 11th and Jones Streets, Omaha, Nebr.; Mr. 
Jules Newman. 

Big Bear Stores Co., 770 W. Goodale Boulevard, Columbus, Ohio; Mr. Wayne 
Brown. 

Brockton Public Markets, Inc., 157 Main Street, Brockton, Mass.; Mr. S. W. Davis. 

Percy A. Brown & Co., Inc.,’ 2432 E. Northampton Street, Wilkes-Barre, Pa. ; 
Mr. Percy A. Brown. 

Eagle Food Centers, Inc., Post Office Box 67, Rock Island, Ill.; Mr. Richard 
Waxenberg. 

Frankford Grocery Co., Ine., Northeast Corner G Street and Erie Avenue, 
Philadelphia, Pa. ; Herman Heim. 

Furr’s, Ine., Post Office Box 1650, 1708 Avenue G, Lubbock, Tex.; Mr. Roy Furr. 

Giant Food Inc.’ Post Office Box 1804, Washington, D.C.; street address: 6900 
Sheriff Road, Landover, Md. ; Mr. J. Lehrman. 

Hart’s Food Stores, Inc., Post Office Box 1630-175, Humboldt, Rochester, N.Y.: 
Mr. Morris Levinson. 

The Liberal Market, Inc., 230 Concord Street, Dayton, Ohio; Mr. Harry Schear. 

Meijer’s Super Markets, Inc., 425 Fuller N.E., Grand Rapids, Mich.; Mr. Fred- 
erik G. H. Meijer. 

Fred Meyer, Inc., 721 Southwest Fourth Avenue, Portland, Oreg.; Mr. Earle A. 
Chiles. 

Milgram Food Stores, Inc., 401 East 22d Street, Kansas City 8, Mo.; Mr. Sheldon 
Levine. 


1 Frozen foods only members. 
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Penn Fruit Co., Post Office Box 6122, Grant Avenue and Blue Grass Road, Phila- 
delphia, Pa.; Mr. Samuel Cooke, Mr. James Cooke. 
Pick-N-Pay Super Markets, Inc., 3621 Chester Avenue, Cleveland, Ohio; Mr. 

Max Freedman. 

Plumb’s Super Markets, Inc., 1663 West Sherman Boulevard, Muskegon, Mich. ; 

Mr. Norris Plumb. 

Quaker City Wholesale Grocery Co., Inc.,’ 20th and Hamilton Streets, Philadel- 
phia, Pa. ; Mr. Wm. J. Gillespie. 
Schultz Brothers Co., Inc., 2021 North Avenue, Sheboygan, Wis.; Mr. Herbert 

A. Schultz. 

Star Market Co., 297 Walnut Street, Newtonville, Mass.; Mr. Stephen P. Mugar. 
Stevens Markets, Inc., 6209 Northwest 27th Avenue, Miami, Fla.; Mr. Bernard 

R. Stevens. 

Supreme Markets, Inc., 540 Gallivan Boulevard, Dorchester, Mass.; Mr. Paul 

‘ifrino. 

J. Waaeien Inc., Post Office Box 1698, Houston, Tex.; Mr. Joe Weingarten, 

Mr. Harold Falik. 

Wieboldt Stores, Inc., 106 South Ashland Avenue, Chicago, Ill.; Mr. Edward 

Buck. 

Mr. MacIntyre. Do you have in your office a Mr. Dave Hiday ? 

Mr. E. H. Brown. No, sir; we do not. 

Mr. MacIntyre. Who is he? 

Mr. E. H. Brown. At one time he was comptroller for Topco in 
Chicago, and most recently was comptroller for one of our members, 
Alpha Beta Food Markets, of La Habra, Calif. 

Mr. MacIntyre. How recently did he discontinue his employment 
with the Chicago Topco office ? 

Mr. E. H. Brown. I would say about 2 years ago. 

Mr. MacInryre. And do you have associated with you a Mr. Frank 
Mason ? 

Mr. E. H. Brown. Yes, sir. 

Mr. MacInryre. Where is he? 

Mr. E. H. Brown. In the San Francisco office. 

Mr. MacInryre. In your buying office here ? 

Mr. E. H. Brown. That is right. 

Mr. MacIntyre. I would lke to show you, Mr. Brown, a memo- 
randum, and ask you if you can identify that as a memorandum you 
wrote, or that Mr. Mason wrote you—whichever it is. 

Mr. E. H. Brown. That is a memorandum I wrote to Mr. Mason. 

Mr. MacIntyre. Of your office ? 

Mr. E. H. Brown. That is right. 

Mr. MacInryre. Mr. Chairman, I would like to read a paragraph 
of this, and then the questions can flow from the contents of the para- 
graph. This memorandum is dated March 5, 1959. It has to do with 
examples of the advantage of a procurement program of Topco, and 
in that connection mention is specially made of the red-salmon pack. 
And it continues this way : 


Our job of buying is becoming harder because supplies of Food Club— 
that is your top brand; isn’t it? 
Mr. E. H. Brown. Yes, sir. 
Mr. MacIntyre (continuing) : 
quality are limited in the competition for this small portion of the pack. It is 


becoming more intense. Some of the quality and other factors that have to be 
considered are (@) as our volume increases we have to obtain a larger amount 


1 Frozen foods only members. 
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of the Food Club quality merchandise; (0) the trend is toward consolidations and 
fewer larger suppliers. Largeness doesn’t usually favor quality. 


Then another paragraph: 


The position of the private label suppliers is so weak financially that almost 
any one of them is a prospect for purchase by one of the national brands or 
grower co-ops. This means that our long-term relationships with our suppliers 
is never on as firm ground as we would like it to be. Many of our suppliers 
think only on the short-term basis and not what is good for us and them in the 
long pull. Competition between the national brands and the private labels is 
becoming more intense. The national brands control a large portion of the 
pack, and they are not going to lose the historical position of their brands and 
have to sell a part of their pack to private label buyers without a struggle to 
retain their market position. This means the battle to maintain our price 
differentials and quality will continue unabated, and may even intensify. 


Mr. Chairman, I ask that the entire memorandum be received as ¢ 
part of the record of this witness’ testimony, and I want to ask some 
questions about that last paragraph, if I may. 

Mr. Rooseve.r. Without objection, it will be so included. 

(The memorandum referred to is as follows :) 

Marcu 5, 1959. 
To: Frank Mason. 
From: Edwin Brown. 

Following are some topics which might be suitable for Harry McHugh’s 
Report to Management newsletter : 

1. Example of advantage of our procurement program—estimated require- 
ments—shipping periods, ete. 

A. Salmon program—We set up estimated requirements, which in the case 
of salmon are revised and firmed up in January. Because of our perform- 
ance under our program we obtained all the salmon we needed to fill our 
requirements out of the 1958 pack. 

(a) The 1T red-salmon pack was the smallest in history. The price 
was still sensible, in spite of the shortage, so movement was good and a 
real shortage exists. 

(b) There were no prorates, and in spite of the extreme shortage we 
were still able to pick up additional supplies as late as the end of 
February. 

It is doubtful that we would have fared so well without our type of 
program and good past performance under the program. This program 
has worked to the advantage of both the suppliers and our members, which 
is the real test of the value of any program. 

2. Our job of buying is becoming harder because supplies of Food Club quality 
are limited and the competition for this small portion of the pack is becoming 
more intense. Some of the quality and other factors that have to be considered 
are: 

A. As our volume increases we have to obtain a larger amount of Food 
Club quality merchandise. 

B. The trend is toward consolidations and fewer, larger suppliers. Large- 
ness doesn’t usually favor quality. 

C. More private label buyers are trying to upgrade their quality, which 
means more people competing for our quality. 

D. Price competition is intense, and one of the first things to suffer in the 
effort to lower costs is quality. It is a constant battle to try and maintain 
the Food Club quality standards of our regular suppliers. 

E. In the effort to reduce costs, new machinery and methods are con- 
stantly being tried. Sometimes this improves the quality at the same time 
it reduces the cost. An example of this is the F & P Cling Peach Pitter which 
gives us our superior “Flavor Pitted’ Clings. Usually the reverse is true. 
An example of this is the practically overnight change from the use of 
Ewalds to peel pears to the use of Coons, and FMC peelers which give a much 
higher case yield and thereby lower cost and selling price at the sacrifice of 
quality. 

F. The position of the private label suppliers is so weak, financially, that 
almost any one of them is a prospect for purchase by one of the national 
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brands or grower co-ops. This means that our long-term relationships with 
our suppliers is never on as firm ground as we would like it to be. Many of 
our suppliers think only on the short-term basis and not what is good for 
us and them in the long pull. 

G. Competition between the national brands and the private labels is 
becoming more intense. The national brands control a large portion of the 
pack, and they are not going to lose the historical position of their brands 
and have to sell part of their pack to private label buyers, without a struggle 
to retain their market position. This means the battle to maintain our price 
differentials and quality will continue unabated, and may even intensify. 

Mr. MacIntyre. When you use this sentence, that these circum- 
stances to which you refer means the battle to maintain your price 
differentials and the quality will continue unabated—you were refer- 
ring to the differentials that you as a California Street buyer get in 
the form of lower prices than others, were you not ? 

Mr. E. H. Brown. No, sir. I was referring to the differential be- 
tween the private label price and the national brand price. 

Mr. MacInryre. And that means that on the private labels, you do 
get a lower price than the buyers of the advertised brands out in the 
States; doesn’t it ? 

Mr. E. H. Brown. I get a lower price—I get the same price on pri- 
vate label as all the rest of the people. And since I don’t buy national 
brands, there is no price differential, as far as I am concerned. But 
there is a historical difference in price between the two. 

Mr. MacIntyre. Well, the Del Monte, for example, on $6.50 a case 
of yellow cling peaches, and you were paying $4 or $5 for them—were 
you not ? 

Mr. E. H. Brown. I was paying $5.40. 

Mr. MacIntyre. So the difference between that $5.40 and $6.30, 
that is the differential to which you were referring here; was it not? 

Mr. E. H. Brown. That is the differential. In this case, it is more 
than usual, in the case we are talking about. 

Mr. MacIntyre. Yes, sir; but, to the extent that you had a differen- 
tial of that character, whether it was of that extent or any other, that 
was what you were referring to in that final sentence? 

Mr. E. H. Brown. Yes, sir. 

Mr. MacIntyre. And in fact you were saying that the battle to 
maintain that differential, so far as you could see it, was going to 
intensify ? 

Mr. E. H. Brown. I would say so. 

Mr. MacIntyre. Now, going back to the paragraph about the finan- 
cial status of these suppliers, will you elaborate upon that, Mr. Brown ? 

Mr. E. H. Brown. Well, from the previous testimony that you have 
received, you have heard that the California canners are not in the best 
of shape. In other words, if they can make money, they are lucky. 
And the last couple of years have been relatively good, as a matter of 
fact. But, in the past, there have been many years when times were 
not as good for them. 

Mr. MacIntyre. What you are saying is really a corroboration of 
what you have heard the canners say here these last 2 days, that is 
that they have been in tight spots? 

Mr. E. H. Brown. That is correct. 

Mr. MacIntyre. Financially. 
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Now, referring to this matter of the battle that you must maintain, 


and which you say will intensify, you mean by that that you are going 


to have to negotiate more than you have heretofore for the prices you 
have been getting ¢ 

Mr. E. H. Brown. No, sir. The quantity bought under private label 
tends to be on the increase, and as the available supply stays approxi- 
mately the same we have a harder and harder time getting enough 
to fill our requirements, of the quality that we buy. 

Mr. Maclwnryre. I want to read to you a letter from Mr. Dave 
Hiday, of your office, of April 29, 1957, to Mr. Mason, of the San 
Francisco office. 

Mr. E. H. Brown. Mr. who? 

Mr. MacIntyre. Mr. Mason, of your office here. 

Mr. E. H. Brown. Who is it from ? 

Mr. MacIntyre. Mr. Dave Hiday, of Chicago. You have identified 
him. 

Mr. E. H. Brown. Yes, sir. 

Mr. MacInryre. And he states that— 


When receiving quotes on items handled by Topco from private label packers, 
we will submit the quotes to Topco to see if the price can be beaten. 


Now, do you understand what he meant by that ? 

Mr. E. H. Brown. That is Mr. Dave Hiday in his capacity as comp- 
troller of Alpha Beta. We are owned by our members, and Alpha 
Beta is one of our members. So, as such, we are an extension of their 
buying office. And they will get a quotation—I think in this case 
maybe it was a bulk pickles. We will also get a quotation to see if 
we can buy them better than they can. 

Mr. MacInryre. So it isa matter of negotiation, then ? 

Mr. E. H. Brown. That is right. They have their own buying office, 
and we also buy for them, so they find out who can do the best for 
them. 

Mr. MacIntyre. Mr. Chairman, I offer for the record the letter of 
April 29, 1957, to which I have referred. 

Mr. Roosrvetr. Without objection, it will be included in the record. 

(The letter referred to is as follows :) 

APRIL 29, 1957. 
To: Frank Mason. 
Carbon copy: Virgil Brunkow, Cliff Haskell. 
From: Dave Hiday. 
Subject: Quotation on bulk pickles. 

At the time I talked to you about bulk pickles, I was under the impression that 
Virgil had practically exhausted his original supply of these pickles. He 
overheard my conversation with you. 

I do want to restate our understanding with you on this sort of thing in case 
you feel it should be revised. The understanding: when receiving quotes on 
items handled by Topco from private label packers, we will submit the quotes 
to Topco to see if the price can be beaten. This, of course, will not materialize 
in a purchase from Topco every time. 

Mr. Roosrvetr. Counsel, before you go on, I would like Mr. Brown, 
if you would comment on your statement that the trend is toward 
consolidations and fewer larger suppliers. “Largeness doesn’t usually 
favor quality.” What do you mean by that? 

Mr. E. H. Brown. I would say that as people grow they sometimes 
overlook quality. In other words, the smaller companies are closer 
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and better organized, and they know that they have to produce quality 
to sell their pack. As they get bigger and bigger, they tend to not 
stress quality quite as much. 

Mr. Roosrverr. I am glad to have the testimony of an expert to 
that fact. I hope it will be duly noted. 

Mr. MacIntyre. Whois Mr. Robert D. Fenn of your organization ? 

Mr. E. H. Brown. He is our assistant general manager in Chicago. 

Mr. MacIntyre. I want to call your attention to a memorandum 
written by him to Mr. Frank Mason of your office here, under date of 
April 27, 1957. 

We do have the problem of telling members how much better we can do if 
they will do certain things. 

Will you please explain what you understood he meant by that? 

Mr. E. H. Brown. Well, I couldn’t state unless I read the rest of 
the letter. 

Mr. MacIntyre. All right. 

Mr. E. H. Brown. Well, at any one time, there is usually a general 
market in any commodity—in this case, I think they were talking 
about tuna. But that doesn’t always mean that everybody is selling 
at that price. Sometimes there is a special price. We have had cases 
like that, say, when tuna was at $9 a case, there might be one supplier 
who was offering tuna at $8.75 a case. They are offering that to every- 
body, we assume. But it is a special price as we are concerned, since 
all the rest of the suppliers are at a higher level. 

Mr. MacIntyre. And that special price you have heard mentioned 
here in the last day or so as the street price ? 

Mr. E. H. Brown. No. In this case, it is hard to say what the 
street price is. The street price is really $9. But there is one sup- 
plier that has a street price of $8.75. 

Mr. MacIntyre. And the street price is still different from the pub- 
lished list prices. 

Mr. E. H. Brown. That is correct. 

Mr. MacIntyre. Which are higher. 

Mr. E. H. Brown. Actually, I don’t even know what they are on 
tuna. 

Mr. MacIntyre. Well, in that connection, Mr. Chairman, I would 
like to read for the record a paragraph from a letter. And it hap- 
pens to have been written to Mr. Vanderhurst. 

We received it under subpena. But Mr. Vanderhurst is not coming 
back before the committee—but I think it will elaborate on this wit- 
ness’ last answer. I would like to read this paragraph. It was written 
by Mr. Lee Hammer, sales manager of the Canned Fruit Division of 
the Apple Growers Association, September 19, 1959, and I quote this 
paragraph—he had mentioned prices on apples. 

I quoted you the prices that were in effect for prompt shipment only to the 
“street” and told you that on this basis, which we both knew is a depressed price, 
due to the California competition, we were going to try to move all possible of 
this year’s crop in the No. 10 sizes which show a little better return picture. Also, 


it is sincerely hoped that our California competition will get tired of selling below 
cost and get this market up to the point to where we are out of the red ink. 


So the differentials in prices to which you have been referring would 
encompass what Mr. Hammer was talking about there ? 
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Mr. Loventrn. I think the record should be made clear that letter 
was not addressed to Topco. You have not identified the company 
represented by the recipient of the letter. 

Mr. MacInryre. Yes, sir—Mr. Vanderhurst, who represents Grand 
Union as a buying official on California Street. But I am asking the 
witness a question about circumstances referred to therein, not about 
the letter. 

Mr. E. H. Brown. Well, I would say just in general, listening to 
the letter that all the applegrowers are doing is meeting a ¢ ‘alifornia 
competitive price. 

Mr. MacInryre. But that California competitive price is the Cali- 
fornia Street price level below the published list prices again, isn’t it? 

Mr. E. H. Brown. I don’t know that. It just says California, which 
means the State of California to me. 

Mr. MacInryre. Let me read you the first sentence again: 

I quoted you the prices which were in effect for prompt shipment only on 
the “street” and told you that on this basis, which we both know is-a depressed 
price— 
he was talking about the California Street price there, in your opinion, 
was he not ¢ 

Mr. E. H. Brown. I don’t know that there is any street price—these 
are fresh apples, aren't they / 

Mr. MacIntyre. Yes, sir. 

Mr. E. H. Brown. I didn’t know there was any street price on fresh 
apples. 

Mr. MacIntyre. No; this relates to canned apples, I am sorry. 

Mr. E. H. Brown. I don't buy any canned apples, so I don’t even 
know if there is a street price on them. 

Mr. Roosrvetr. Mr. Brown, you never heard of a street price on 
canned apples? 

Mr. E. H. Brown. No; I don’t buy any canned apples at all. 

Mr. Roosrvetr. But in your general information / 

Mr. FE. H. Brown. Well, you see the west coast 

Mr. Rooseveur. I am just asking your opinion. 

Mr. E. H. Brown. The west coast office doesn’t usu: ully buy any 
apples. In other words, our Chicago office would buy them, because 
the apples are more generally grown in the Midwest. 

Mr. Roosevett. All right, sir, we will certainly accept your answer. 

Mr. MacInryre. I offer for inclusion in the record the letter from 
Mr. Fenn to Mr. Mason, about which the witness has testified—the 
one dated August 22, 1957. 

Mr. Roosrvetr. Will you pass it to the minority members ? 

Subject to no objection, it will be included. 

(The letter referred to is as follows :) 





AvuGustT 22, 1957 

To: Frank Mason, San Francisco. 
From: Robert D. Fenn. 
Copies to: Edwin Brown, San Francisco: Bernie Goldman, Ed Sweeney. 
Re special prices. 

I think one of the things we can discuss to advantage when you and Ed are 
here for the meeting is special prices below the general market. 

I am thinking of the better deals you have been able to get in straight cars 
of tuna for Weingarten. I am thinking of Wrigley’s, who have just come in and 
indicated they would like to run an apple pie sale in October. They will feature 
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them at 39 cents. They will use 8,000 cases. They have asked what kind of a 
special deal we could get them for a run of this size. I am thinking of American 
Community who offered to buy a pretty good size block of tomatoes from you or 
sauerkraut via Chicago if we can come up with something better than the recent 
market. 

We know all members cannot use straight cars of tuna or sauerkraut or five 
trucks of one kind of pies. 

We do have the problem of telling members how much better we can do, if they 
will do certain things. This, I think, is the essence of a field run deal. 

In the case of an item like pies, it is possible we could set up a straight run 
of apple pies two or three times that quantity. Im an item like that the packer 
can certainly get some advantage out of extra volume and running one type of pie. 

From the buying point of view it is certainly psychologically advantageous to 
be able to talk in straight cars but I wonder if we thought hard enough about 
the advantage of an impressive total quantity for all members with no orders to 
be less than a certain amount. 

I think there is not only the question of equity but of pride in being able to 
stay ahead of the members. There is also the problem of making sure we don’t 
become a victim of routine processing of orders at the market. 

Mr. MacIntyre. We spoke about the brands and quality that you 
buy. One of the brands is Food Club? 

Mr. E. H. Brown. That is right. 

Mr. MacIntyre. That is the top quality of Topco? 

Mr. E. H. Brown. That is right. 

Mr. MacInryre. And in your long experience, in this industry, 
would you inform the committee whether or not that is regarded as a 
quality that is as good as the best ¢ 

Mr. E. H. Brown. I would say that would be as good as the leading 
national brands. 

Mr. MacInryre. That is in your view and in your advertising and 
so on; it is as good as Del Monte? 

Mr. E. H. Brown. That is right. 

Mr. MacInryre. What are the other brands? What is the next 
brand? 

Mr. E. H. Brown. Our next brand would be Elna, which is the 
standard brand. 

Mr. MacInryre. And the third? 

Mr. E. H. Brown. We have many other brands for paper products 
and oil products. We have Bo Peep, which I don’t buy. There are 
others. Wealso have a Gaylord label for fruits. 

Mr. MacIntyre. We have received from you statistical data on 
prices you paid for the different brands of merchandise; that is for 
peaches ? 

Mr. E. H. Brown. That is right. 

Mr. MacIntyre. And catsup? And spinach? And this informa- 
tion shows that you purchased your top brand, Food Club, for prices 
as low as $5.20, and for those of this last season, $5.40. You recall 
that information ? 

Mr. E. H. Brown. The lowest price on here is $5.10. 

Mr. MaclIryre. Yes,sir. But most of them are $5.40. 

Mr. E. H. Brown. That is right. 

Mr. MacInryre. Quite a number of them over the last 3 or 4 months 
are $5.20. 

Mr. E. H. Brown. That is right. 
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Mr. MacInryre. And you made those purchases from several of 
the sellers, including the United States Products Co., Fruitvale Can- 
ning, Schucke & Co., and Flotill ? 

Mr. E. H. Brown. That is right. 

Mr. MacIntyre. Also, in connection with the data you submitted, 
you showed the shipping and booking of the amounts—the number of 
cases you booked and the number you shipped. And you heard testi- 
mony yesterday that seldom did the bookings and the shippings ap- 
proximate each other, but they varied by about 25 percent. You heard 
that testimony, didn’t you ? 

Mr. E. H. Brown. I heard the testimony—one canner said he over- 
sold 25 percent. 

Mr. MacIntyre. And he considered that was fairly normal. You 
heard that testimony ? 

Mr. E. H. Brown. For his company. 

Mr. MacIntyre. Now, what does your record show about that with 
respect to the bookings from these different people, the names of 
whom I have mentioned ? 

Mr. E. H. Brown. I would say that that company is probably the 
exception. I think most of the canners probably sell just about what 
they think they are going to produce. 

Mr. MacIntyre. Well, isn’t it a fact that according to your records 
here your bookings just about equal your shipping ! 

Mr. E. H. Brown. That is correct. 

Mr. MacIntyre. On almost all items ? 

Mr. E. H. Brown. That is right. 

Mr. MacIntyre. So you didn’t find it necessary to book 25 percent 
more than you were going to order, as did the customers who ordered 
from Mr. Rae, who testified yesterday ? 

Mr. E. H. Brown. I ordered from United States Products, and I 
expected to get full delivery of what I booked. 

Mr. MacIntyre. And you approximated that? 

Mr. E. H. Brown. I approximated that; yes, sir. 

Mr. Roosrveur. Could we have the exact figures from you in similar 
form that Winn-Dixie presented them to us for the year, without caus- 
ing you too much trouble? In other words, your reservations, your 
adjustments ? 

Mr. E. H. Brown. You have that. 

Mr. Roosgvett. That is correct. In other words, my understanding 
is, then, from the information which you have supplied already, that 
if they automatically took a 25 percent discount, as they testified yes- 
terday they generally did, that they would be short automatically, 
because you do pretty much live up to your reservations. 

Mr. E. H. Brown. I do. And I don’t know what other people do. 
But perhaps 





Mr. Roosevett. I can only ask you about yours. But you do? 

Mr. E. H. Brown. That is right. 

Mr. Moore. Do you ever adjust the original reservation that you 
make ? 

Mr. E. H. Brown. Oh, yes; many times. Many times, like on catsup 
here, my original booking was increased by almost two-thirds the 
amount at one supplier. 
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Mr. Moore. But there are times when you decrease an item ? 

Mr. E. H. Brown. Yes. In this year we are talking about, 1958, as 
Mr. Bunje stated once before, the yellow cling peach pack had about 
everything happen to it that could happen to a peach pack. And 
practically all of our bookings were adjusted at the time of pack 
downward. And, as a matter of fact, we had to prorate our members’ 
estimated requirements on 214 cling peaches, halves, to 78 percent, 
and 21% sliced to 86. 

Mr. Moorr. In the time you are speaking of, what was your original 
reservation on cling peaches? Let’s talk about some particular com- 
pany you placed the reservation with. 

Mr. FE. H. Brown. Well, we are talking about specific items here— 
not cling peaches in general. 

Mr. Moore. When you make a reservation, it is a specific item, 
isn’t it? 

Mr. E. H. Brown. That isright. Say it would be 214 choice halves. 

Mr. Moore. All right, pick one out there. 

Mr. E. H. Brown. Well, let’s just take F. M. Ball Co. 

Mr. Moorr. What was the amount of the reservation ? 

Mr. E. H. Brown. 5,500 cases. 

Mr. Moore. I am talking about the original reservation. 

Mr. E. H. Brown. On this sheet, I can’t tell what it was, because 
these are final adjusted figures. But I believe in this case it was 5,500 
cases. 

Mr. Moore. That didn’t fluctuate at all? 

Mr. E. H. Brown. No. 

Mr. Moore. Well, pick out one that fluctuated. I am trying to get 
the record in a proper perspective on this point. 

Mr. E. H. Brown. I would say that United States Products would 
be one. 

Mr. Moore. What was your reservation ? 

Mr. E. H. Brown. I would say it would probably be almost double 
what we had here. Our final figure is 2,400 cases. 

Mr. Moore. Your original reservation was in the neighborhood of 
4,800 cases ? 

Mr. E. H. Brown. Or 5,000. 

Mr. Moore. You adjusted that to around 2,400 or 2,500? 

Mr. E. H. Brown. 2,426, to be exact. 

Mr. Moore. Actually, then, you do change the original reserva- 
tion ? 

Mr. EF. H. Brown. Oh, yes. 

Mr. Moorr. And you ‘did not buy what you originally indicated in 
that reservation that you might need ? 

Mr. E. H. Brown. That is right. 

Mr. Moore. From that company ? 

Mr. E. H. Brown. That is right. In this case, with USP, by the 
time the end of our last shipping period came, they asked me if they 
couldn’t have some of those back. And that is actually the reason I 
didn’t ship the full amount that I booked. I see here the amount 
I actually booked finally was 2,880. I only shipped 2,426. 

Mr. Moore. Your original reservation does go down in some in- 
stances, as well as up? 
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Mr. E. H. Brown. That is right. On this sheet here, there are 
other canners—because one was falling down on the amount he could 
deliver, I have increased others. 

Mr. Roosevetr. Now, the other important factor here is when you 
have made your adjustment during this period, either up or down, 
your actual delivery, according to the figures which you have sub- 
mitted here to the committee, is very close, whereas in the other in- 
stance that I have been talking about, it was not close. There was a 
considerable discrepancy between the adjusted figure and the actually 
delivered figure, which is, of course, the subject of my inquiry at pre- 
vious times. 

Mr. E. H. Brown. We take great pains to see that it is close. As I 
told you at the previous meeting, we go out four times a year to our 
members, with a review form, and we tell them the amount that they 
have actually booked. We tell them the amount they should have 
shipped up to that period, and the amount they would have to ship to 
bring them up to schedule. And we expect them to order out the 
amount that would bring them up to schedule. 

Mr. Moore. You use the term “members.” Do you mean members 
or suppliers ? 

Mr. E. H. Brown. We have 27 members. 

Mr. Moore. I know you do. But are they on the receiving end? 

Mr. E. H. Brown. That is right. We ask them to order the ma- 
terial out. 

Mr. MacInryre. You are actually buying for 27 different corpo- 
rations, then, are you not ? 

Mr. E. H. Brown. Topco as a whole is. I am buying for 23. 

Mr. MacIntyre. But those 23 are separate corporate entities that 
you are buying for? 

Mr. E. H. Brown. Or divisions of corporate entities. 

Mr. MacIntyre. They are not just in your office? They have to 
deal through a lot of other offices in order to arrive at these estimates ? 

Mr. E. H. Brown. They are 23 local chainstores, supermarket chains. 

Mr. Avery. Mr. Brown, actually these adjustments that we refer 
to, that occur periodically throughout the year—and I am impressed 
with the fact that it is regular accepted practice in the trade for this 
adjustment to take place. As far as the canner is conrerned, all that 
does for him is to reconfirm a previous reservation or cancel it. It is 
not going to change the amount of investment he is going to have in 
this commodity, because that had already been determined when the 
season was over. But by adjusting periodically, all you do is tell 
him that, “We may or may not take this.” If they are not going to 
take all the reservation, the canner can look for someplace else to get 
rid of it. 

Mr. E. H. Brown. That is more or less correct. In other words, 
we have to act according to our latest information. And if it looks 
like I need more peaches, and my members tell me they need more, I 
will book more. If there should be a case where it looks like they 
are not going to take them all, and they so advise me, I would cut back 
on them. 

Mr. Avery. But it is not going to change the canners’ plans as far 
as his processing for one year, because that is already behind. It is 
just a matter of his sales program ? 
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Mr. E. H. Brown. That is right. 

Mr. Roosevetr. But I think the record should show, and does show, 
that your original booking, even with the adjustments—some up, some 
down—is not too far from your actual shipments; is that correct? 

Mr. E. H. Brown. Actually this amount booked here—we don’t 
usually write up our purchase contracts until we know pretty well 
what they are going to be able to deliver. 

Mr. Roosevetr. Your original reservations ¢ 

Mr. E. H. Brown. In other words, when I take the amount I show 
booked here, it is after taking into account any shortages that are going 
tooccur. In other words, I have already taken that into account when 
I show the amount originally booked. In other words, I change my 
booking, my original booking. 

Mr. Roosevetr. Where do we get your original booking? Have 
we got that figure ’ 

Mr. E. H. Brown. No; in the record you have all my original con- 
tracts with all adjustments on the contr acts. 

Mr. Roosrvetr. So we do have your original booking without the 
adjustments / 

Mr. E. H. Brown. Yes. Well, as I say, even then, though, during 
the pack you are making certain changes. And 1958 was a poor pack 
year as far as the canners being able to make deliveries. And some of 
them got school-lunch bids, in very large amounts, and they got those 
bids just about the time the crop started falling off. So, therefore, 
having to deliver those amounts to the Government, all the rest of us 
just got what was left. And so with those canners that had school- 
lunch contracts, we knew at the time they won the award we were going 
to have problems getting full deliveries from them. So we would 
right away start making adjustments in what we call our original 
bookings. 

Mr. Roosrvetr. Yes. But what I am getting at is, Do we have that 
original booking figure in this information ? 

Mr. E. H. Brown. No. You have, as I say—we issue what we call 
tentative bookings—even before I have the members’ requirements. In 
other words, I have to go out to the members with a bulletin, tell them 
the market situation, and give them the overall supply picture. And 
then we get an estimated requirement. Well, we can’t give them the 
market picture until we know somewhat what the size of the pack 
is going to be, and what the prospective price is going to be. So they 
may be already packing by the time I can get my members’ estimated 
requirements. So I start out with, you might say, tentative booking 
figures. In other words, I have to give the packers something to wor k 
against, and let them know at least we are going to buy from them 
this year, and approximately how much. So we issue what we call 
tentative figures, and these are adjusted when I get the members’ esti- 
mated requirements in, and when I know how the pack is going to 
shape up. 

Mr. Roosrvetr. All right. But if you were a canner, you would 
lay out your original production plan based upon your, Mr. Brown’s 
original estimate, which he knows is going to be subject to some adjust- 
ment up and down; right? 

Mr. E. H. Brown. “They don’t lay out their pack plan according to 
what I tellthem. They already have an overall pack plan, and part of 
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it would be allocated to me. They have to make this up when they 
buy the peaches, and that is long, long before we give them any tenta- 
tive booking. And, at that time, you know approximately how many 

‘ases of the various qualities you are going to pack. This is done long 
before we give them any booking. 

Mr. Moore. Will the gentleman yield? It is conceivable, then. 
And you are saying that “this canner is out buying peaches without 
knowing whether : anybody i is going to buy a peach / 

Mr. E. H. Brown. E xcept that he has a historical history. He 
knows whom he sells to. He knows he is going to have the same 
customers approximately. 

Mr. Moore. But he has no contract for a peach when he buys them ? 

Mr. E. H. Brown. That is right. 

Mr. Roosevetr. He doesn’t even have your estimate / 

Mr. E. H. Brown. That is right. 

Mr. Roosrvetr. Now, you come in with your broad estimate. At 
that point, he can make up his mind whether he has bought so many 
peaches he is going to have to can them—and obviously you are not 
going to come up from your broad estimate of what he bought, or else 
he is going to go out and get some more. Now, he knows that is going 
to be ‘adjustable up and down to some degree. My question to you is, 
sir, In your experience, is that adjustment up and down: Does it vary 
within 5, 10,20, 25,50 percent? What percent ? 

Mr. E. H. Brown. Usually it would vary hardly at all. My esti- 
mate—I can’t speak for anybody else’s—my original estimate would 

vary in most cases not at all. 

Mr. Roosrvetr. That is what I would like to know. 

yt Moore. Will the gentleman yield ¢ 

I ask directly, again, to bring the record into proper perspective. 
Based upon the testimony of ‘Mr. Rea here of the United States 
Products—you have given an example that you cut your reservation 
50 percent on the item that you just referred to. In that instance. I 
am not talking about any other instance. But in this instance, that 
company, at that time, you cut it 50 percent—not 5, 10, 20, but 50 
percent. 

Mr. E. H. Brown. Fifty percent, because his pack turned up so short, 
that actually he couldn’t have delivered any more than that at that 
time. 

Mr. Moore. I know. I am just‘talking about that company at that 
time—you may have raised him 150 percent at another time. 

Mr. E. H. Brown. That is right. 

Mr. Roosrvetr. But the point is that the average—these are unusual 
circumstances. Your average change is relatively small ¢ 

Mr. E. H. Brown. In anormal year, it wouldn’t be anything. 

Mr. Roosrveur. So that anybody who laid down a flat rule when 
they got your original estimate, as far as running their business, that 
they were automatically going to slice off 20 percent would be 
cockeyed ¢ 

Mr. E. H. Brown. Yes, sir; 1 would be very unhappy if— 

Mr. Roosevetr. All right. Thank you. 

Mr. Moore. Mr. Chairman, I want to ask another question here. 

Are you talking about your original placing with this company, as 
against the adjusted figures you give the company when you lay down 
this rule of a ver y small fluctuation ¢ 
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Mr. E. H. Brown. I would say in normal years, going back to the 
very original tentative estimate, our variation would be very, very 
small, and in many cases it would be up, because we are growing—we 
have a slight amount of growth built in. 

Mr. Avery. Mr. Chairman—I wonder—Mr. Brown, since we have 
talked so much about peaches—I wonder if we could take peaches for 
an example, and could you recite for my benefit what the calendar 
period of these various transactions would take place # 

Although this is back out of your own bailiwick a little bit—approxi- 
mately when would the canner make his contract with the producer for 
his peaches ? 

Mr. E. H. Brown. Well, some of these contracts are over a period— 
they may have 3-year contracts. In other words, he has contracted for 
that man’s peaches for 3 years. The price hasn’t been settled. But 
whatever peaches are produced 

Mr. Avery. His commitment has been settled. Supposing it was 
1 year. About what time of the year would that probably occur? Or 
is there any time? Would it be before the harvest season? Substan- 
tially before—in the spring of the year ? 

Mr. E. H. Brown. Oh, yes. And, actually, as I say, most of these, 
you just go back and contract again every year. But it would be in the 
spring, very early spring. 

Mr. Avery. OK. In the early spring. That is when the canner 
would firm up his commitment to the producer ? 

Mr. E. H. Brown. That is right. 

Mr. Avery. The next thing would be your original booking. When 
would that come into the canner? 

Mr. E. H. Brown. Just before the pack started. 

Mr. Avery. When is that? 

Mr. E. H. Brown. I would say the end of July. 

Mr. Avery. Now, then, the first thing that occurs after that is your 
adjustment, is that right? 

Mr. E. H. Brown. If there was any adjustment. 

Mr. Avery. When would that occur ? 

Mr. E. H. Brown. Probably about the middle of August. 

Mr. Avery. By that time he is packing ? 

Mr. E. H. Brown. He has just started—they pack starting about. the 
first part of August. Our quality—we don’t buy the early cling 
peaches, so we wouldn’t even start packing until about that time. 

Mr. Avery. Now, does anything else happen until the pack is fin- 
ished, then ? 

Mr. E. H. Brown. Not normally. 

Mr. Avery. I believe we had some information here yesterday there 
is a later adjustment that takes place. 

Mr. E. H. Brown. Well, like I say, from time to time, if we see we 
are going to need more, we would make the adjustment at any time we 
saw adjustment was necessary. 

Mr. Avery. But there is not a regular period ? 

Mr. E. H. Brown. Yes; there is. In other words, we go out four 
times a year with a review form. And our contracts also call for the 
same review dates. In other words, the end of November, the end of 
January, the end of March, and the end of May. 
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Mr. Avery. Is that peculiar just to Topco, or throughout the indus- 
try ¢ 

Mr. E. H. Brown. Those are our terms, and those are not usual. 

Mr. Avery. Well, is there any particular time when these adjust- 
ments take place that prevails throughout the industry ? 

Mr. E. H. Brown. Well, each canner usually has some review pe- 
riods—as you heard several of them say—but that could vary between 
the canners. 

Mr. Avery. I see. And you said your first adjustment occurs in 
August. Then there are three other times ? 

Mr. E. H. Brown. Well, that is at the pack time. And then the end 
of November. 

Mr. Avery. That would be the next time. And then how many more 
times ? 

Mr. E. H. Brown. Three more times after November. 

Mr. Avery. About when ? 

Mr. E. H. Brown. I just gave you the dates. The end of January, 
the end of March, and the end of May. 

Mr. Avery. Thank you very much. 

Mr. Moore. Mr. Chairman, may I ask a question here ? 

When was your company, your cooperative founded ? 

Mr. E. H. Brown. Approximately 1948. 

Mr. Moors. At that time how many chainstore members were you 
buying for ? 

Mr. E. H. Brown. I really don’t know. I think it is—well, I don’t 
know. 

Mr. Moore. Well, you were not buying for 27? 

Mr. E. H. Brown. No; we werenot. Probably, seven or eight. 

Mr. Moore. So, since 1948, your cooperative has expanded as far 
as its membership is concerned? You have been going into the market 
to buy increasing amounts of merchandise. You have never been in a 
position yet, by reason apparently of the way your company has been 
growing, of finding yourself with a larger market available than what 
your clients may require, since one year you are buying for 8 chains, 
the next year for 10 chains, the next year for 15 chains, or 20 chains, 
and you are growing all the time, are you not? 

Mr. E. H. Brown. Well, the number of a we buy for remains 
relatively stable. I mean it has been fairly constant for quite some 
time. But these people are growing internally by building stores. 

Mr. Moors. And their requirements are growing at the same time? 

Mr. E. H. Brown. That is right. 

Mr. Moorr. So, by reason of the nature of your operation, that it 
has grown over this 10-year period of time, you are in a little better 
position than the average buyer going into the market, are you not, 
because you are looking for a bigger share to fill the requirements of 
your client ? 

Mr. E. H. Brown. I would say, asa relative thing, that is true. 

Mr. MacIntyre. Mr. Chairman, I have two or three additional ques- 
tions, if I may. 

Mr. Roosrvett. Please proceed. 

Mr. MacIntyre. As the season progressed on yellow cling peaches, 
that is the shipping season, in 1959, the prices at which you were able 
to buy dropped, did they not? They were higher in 
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Mr. E. H. Brown. You are talking about the 1958 pack, but the first 
part of 1959 ? 

Mr. MacInryre. They were higher in January and February than 
they were in May or June? 

Mr. E. H. Brown. I believe if you look at it, prices stayed up pretty 
well until the end of May. 

Mr. MacIntyre. Yes, but they did come down ? 

Mr. E. H. Brown. That is in anticipation of the very large pack 
we had this year. 

Mr. MacInryre. I see. But you secured lower prices even in May 
in this year than you secured in March. 

Mr. E. H. Brown. At the very last part of May I believe that is 
right. 

Mr. MacInryre. Yes,sir. Now, in connection with the request made 
to your company for this price data, at which you bought peaches, you 
were also requested to have some of your members to submit to us, 
through your office, prices at which they sold peaches. Do you recall 
that? 

Mr. E. H. Brown. That is right. 

Mr. MacInryre. Of course you are not engaged in the selling, so we 
are not going to ask you any questions about what prompted them 
to make the prices at which they sold. But, Mr. Chairman, I would 
like to call attention of the committee to the fact that two of the 
locations where one of the members made sales of these peaches were 
Philadelphia and Baltimore—that was Penn Fruit, one of the largest 
of the chainstores represented by this witness. They started off last 
July with a price of 30 cents per can, 21% size can, of the Food Club 
brand, and they wound up with a price of 3214 cents. So instead of 
going down, the retail price went up to the consumer. 

The same thing is shown on this data with respect to the prices in 
Philadelphia. The season opened last year at 29 cents. It gradu- 
ally crept up past 31 cents per can, and ended up in 1959 with a price 
of 30 cents—two for 59, or 30 cents single can. 

I just wanted to call the attention of the committee to those facts— 
that the lower prices were not passed on to the consumer. 

Now, at this time, I would like to— 

Mr. E. H. Brown. Could I interrupt here ? 

As you know, Penn Fruit is a long way from the west coast. And 
practically everything we ship to them is by water. And to handle 
the orders and make the shipment by water it would take over 2 months 
to get that shipment into their warehouse. So I think you have to 
take into account that we have quite a lag in the time that the price 
goes into effect, until they receive that merchandise. 

Mr. Roosrvett. In other words, the committee, in your opinion, 
should ask the company for prices further along in the time to see 
whether there is a corresponding reduction ? 

Mr. E. H. Brown. That iscorrect. In other words, I am telling you 
there is a big timelag between the actual receipt of an order and the 
time the price went into effect. 

Mr. MacInryre. The data was asked for from July of last year 
through September 30 of this year. 

Mr. E. H. Brown. That is correct. And they would not have re- 
ceived any new pack peaches by the end of September. 
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Mr. Roosrvett. No. But the price at the end of September would 
reflect something you have bought in May? 

Mr. FE. H. Brown. Oh, yes. That price has gone down, as you see, 

Mr. MacIntyre. Now, Mr. Chairman, I would like to ask that there 
be included in the record, and in the printed appendix to the record, 
the pricing data submitted by this witness, so that it may be compared 
with the other data that—I mean with the other pricing data showing 


the prices these shippers charged independent wholesale grocery 
houses. 


Mr. Roosevett. In a special appendix? 

Mr. MacIntyre. In a special appendix to this record. 

Mr. Lovenutin. I wonder if it is clear that the record does show 
that the price did go down? 

Mr. Moore. I think it is clear from the last example that counsel 
gave. I think it is. 

Mr. Loveuurn. The selling price in the stores went down. 

Mr. Moore. Yes. 

Mr. Roosevett. Subject to confirmation of the committee as to the 
type of appendix it wishes to publish, or print, these records will be 
accepted for that purpose. 

(The documents referred to will be found in the appendix to the 
record of the committee. ) 

Mr. Roosevett. Mr. Brown, may I just ask you—you made a com- 
ment in a memorandum to Mr. Robert D. Fenn. I presume he is 
with your company in Chicago. 

Mr. E. H. Brown. That is right. 

Mr. Rooseverr. On a memorandum, with a copy to Mr. Bernie 
Goldman, on April 29, 1958, you say—and I will just read the one 
sentence, because it is the phase I want to get out: 

However, Hunt ran a special in certain markets last winter of 10 cents off per 
dozen which the independents did not go along with. This is sometimes passed 
along to the consumer. If it was not, Hunt selling at 3 for 23 cents would return 
a 31.4 percent gross profit as compared with a private label profit of 25 percent. 

Are you implying that sometimes this is not passed along to the 
consumer? You say it is sometimes passed along to the consumer. 

Mr. E. H. Brown. Well, I can’t speak for 

Mr. Roosrvett. What was the point of that remark, then ? 

Mr. E. H. Brown. I just say sometimes it is. And I don’t 

Mr. Roosrvetr. Do you know of instances where it is not passed 
along ¢ 

Mr. E. H. Brown. No, I don’t know. But I know that there may 
be times when it is not passed along. 

Mr. Roosrve.t. All right, sir. We will let it stand at that. 

Now, in a memorandum to Mr. Goldman in Chicago—I guess it is 
a copy to him—from you to Mr. Goldman—of July 21, 1959, I want to 
read you a paragraph. 








The field price last year was $22.50. This year the Tomato Grower Association 
asked for $23.75. The canners won't go along with this price, and the contracts 
to date have all been written for $21.50 per ton. Since the Tomato Grower 
Association members were not supposed to sign any contracts except at $23.75, 
contracts were made in the name of their relatives and other subterfuges were 
used to get around their agreement to sell only at the association price. This 
has also caused more open acreage than usual to be planted, and just what this 
will be sold for is still open to question. It is not expected that it will be sold 
for more than $21.50 per ton, and it could be sold for less. 
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Now, Mr. Brown, when you begin to talk about knowledge that you 
have or of subterfuges of this kind, I must assume that you are pretty 
close to the situation. Somebody has been taking you right into the 
canner’s picture, have they not ¢ 

Mr. E. H. Brown. No, that is what you might call scuttlebutt, and 
you hear it everywhere. 

Mr. Roosevett. You mean you reported to Mr. Goldman in Chi- 
cago—you didn’t say this is scuttlebutt. You made it as a statement 
of fact. You wouldn’t report scuttlebutt, would you, without telling 
him it was a mere rumor 4 

Mr. E. H. Brown. Well, let’s say there were very few tomatoes 
contracted at $23.75. ‘That we all know. 

Mr. Roosrvetr. How do you all know it ? 

Mr. E. H. Brown. Because the canners paid $21.50. 

Mr. Roosevett. How do you get to know what the canner paid 
for it? 

Mr. E. H. Brown. Well, they will tell you what they are paying 
for it, and you read it. 

Mr. Roosevetr. But you go find out, don’t you? You make it your 
business to know what the canner pays, is that right ? 

Mr. E. H. Brown. I know what the canner pays, because they tell 
us. Itisa matter of information. 

Mr. Roosrvett. They don’t just automatically volunteer it? You 
want to know ? 

Mr. E. H. Brown. No. There is a lot of, you might say, news 
services, Western Packing News, a lot of trade papers that state just 
the facts that I am stating. 

Mr. Roosrvetr. They stated the facts that there were subterfuges 
and relatives signed contracts ? 

Mr. E. H. Brown. That is right. 

Mr. Roosrvetr. What in your opinion—what kind of an associa- 
tion would stand for this kind of business very long? What is the 
value of the association under this kind of arrangement ? 

Mr. E. H. Brown. Well, the association is very valuable. If they 
ask for the correct price, I would say that they would have been very 
successful. As it was, they asked for too much money, and, there- 
fore, they were unsuccessful. 

Mr. Roosrvett. What makes you say that they asked for an in- 
correct price? 

Mr. E. H. Brown. Because the market ended up at $21.50. 

Mr. Roosrvett. Well, members of the committee, I just want that to 
stand on. its own. I won’t comment any further about it. It seems 
pretty obvious, I think, however, that unless there is a better explana- 
tion than that the correct price is set, and by golly, if the association 
asks for a wrong one, there are ways and means of bringing about a 
right one. And it was brought about through subterfuges and through 
signing contracts through relatives and back doors. 

I will let the record stand. 

Anybody want to ask a question ? 

Mr. Moore. Mr. Chairman, only to say we are talking about those 
instances that occur apparently between a canner and a grower, in 
arriving at the canner’s price? 

Mr. E. H. Brown. That is right. I have nothing to do with them 
directly at all. And this is all information I get by one way or another. 
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Mr. Roosrvetr. Well, I am afraid I have not got the information, 
or the ways and means or the money at this time to go in more deeply 
into whether you have ever had—not you, Mr. Brown—but whether 
the so-called buyers have any influence on deciding whether a correct 
price or an incorrect price has been quoted. But from your own com- 
ment as to correctness and incorrectness, I will just have to let any- 
body draw their own conclusions. 

Mr. E. H. Brown. Well, I can tell you that as far as I know, and as 
far as I am concerned, we have no effect at all in the field price of 
tomatoes. 

Mr. Roosrvetr. If you have no effect at all, somebody has some 
effect on it, because it certainly has gotten around to a fine state of 
affairs, where they have to go through this to get what you call a cor- 
rect price. 

Mr. Avery. Well, I would just like to state for the record, Mr. 
Chairman, that despite all the devices that we have put in the law, we 
have never quite found a way to repeal the law of supply and de- 
mand. So the burden of supply on the market is always going to be 
of considerable importance when we end up with a final open market 
price. 

Mr. Roosrveir. True. But I don’t think that the law of supply and 
demand operates in a fair climate where you are openly using subter- 
fuges and relatives instead of the actual contractor. 

Mr. Avery. Well, if I may comment further, Mr. Chairman, as I 
understood that statement it was not on the part of the buyers that 
were using the subterfuge there. It was a matter of the producers 
themselves. Whose relatives were they that committed the crop? 

Mr. Roosevett. They were the relatives according to this of the 
members of the association. And this was in order to get around the 
supposed incorrect price originally submitted by the association. But 
what would keep the association, if your law of supply and demand 
is to operate in a proper atmosphere, from changing their price to 
what would be a proper one? 

Mr. Avery. Well, it is conceivable to me they could have gotten 
themselves into a bargaining position from which they could not 
retract. It is supposition on my part, and, of course, we will all have 
to make some suppositions as to what actually took place. But we 
have had testimony here for 2 days now about this tomato crop being 
completely out of proportion with the demand. And I think the 
record should restate it at this time. 

Mr. Moore. Mr. Chairman, did the tomato association’s price ever 
come down to the market price ? 

Mr. E. H. Brown. No, sir; it never did. 

And after last year’s fiasco, this next year they are not going to 
bargain on price 

Mr. Moore. W ell, there is a lot of boys ended up with tomatoes. 
Did the relatives sell them for them? 

Mr. E. H. Brown. No. Last year we would have had a tremendous 
crop of tomatoes, but we had a terrific rain which did away with a lot 
of them, so we ended up with the supply just about in line with the 
demand. But their experience last year was such a fiasco. In other 
words, they got nowhere. This year the growers have agreed they 
are not going toeven try : and bar gain a price. 
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Mr. Moore. They got nowhere trying to hold the price as a whole, 
because of the individuals within the organization that went out from 
under it? 

Mr. E. H. Brown. That is right. Actually, the members of the 
organization, so many of them actually wanted to have a lower price, 
that they, you might just say, didn’t withdraw 

Mr. Moore. Defeated their own purpose ? 

Mr. E. H. Brown. That is right. 

Mr. Rooseveur. Mr. Brown, you would be amazed, wouldn’t you, if 
we get a witness before this committee that says some of these ae 
were contacted and told that if they couldn’t find a way to get this 
price down there just won’t be any decent price that year ¢ 

Mr. E. H. Brown. I don’t know anything about that. 

Mr. Roosrvett. Well, that is something that we, of course, will look 
into. 

Mr. Brown, another question. I have here a Topco Associates— 
perhaps you would want to look at it—memorandum signed by Mr. 


F. Mason, and as well as I can read it it is addressed, again, to Mr. 
Goldman. Itsays: 





I am told that Bercut-Richards Co., selling No. 2 Sacramento brand tomato 


juice in Chicago at $1.10 f.0.b. with 7 free with 10. Can you confirm? Pretty 
cheap. 


So this is the explanation : 


Reply to Frank Mason, signed by Carol Kushino. Frank, Walter, and Bernie 
are at the convention, as you know. Walter suggested that I call Mr. Muskal 
to get the information. Mr. Muskal says that the deal is this: 1,000 cases at 
$2.20 per case, 700 cases are free with these thousand cases. In other words, 
1,700 are shipped and you pay the freight on the 1,700 cases, but you are only 
billed at $2.20 per case on a thousand cases. Hope this is clear. 


I think it is very clear— 
which would bring the average price per case down to $1.29. 


Whoever got this figured that out for himself. 

My question would be, how come out of a shipment of 1,700 cases, 
700 of them are free? Isthis a promotional allowance? 

Mr. E. H. Brown. I don’t—we don’t buy Bercut-Richards tomato 
juice. In other words, that is their Sacramento brand. We don’t buy 
any national brands. All we were trying to do is to confirm what they 
were offering. And in this case it says they are offering so many 
free with so many paid for. 

Mr. Roosrvetr. Who is Mr. Mason? 

Mr. E. H. Brown. He isin our office. He is my immediate superior. 

Mr. Roosrvetr. What would your usual explanation be of a situa- 
tion where out of 1,700 cases 700 of them were shipped free? This, you 
think, would be a promotional allowance of some kind ? 

Mr. E. H. Brown. I would say so. 

Mr. Roosevetr. That is a pretty percentagewise, dollarwise—— 

Mr. E. H. Brown As I say, I didn’t buy any of those, and I don’t buy 
any national brand merchandise. That is a national brand deal which 
we had nothing to do with. We were just trying to confirm the fact. 

Mr. Roosrvetr. This was bought by your Chicago office ? 

Mr. E. H. Brown. No, sir; Topco bought none of that merchandise. 
We were just trying to confirm that they had this deal on. 
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Mr. Roosreveitt. Who had ? 

Mr. E. H. Brown. Bercut-Richards. 

Mr. Roosevett. With whom ? 

Mr. E. H. Brown. With everybody they sold to. 

Mr. Roosrve.tt. With everybody they sold to? 

Mr. E. H. Brown. That is right. Or in that area—everybody they 
sold to in the area it applied to. 

Mr. Roosrvetr. Did you make any effort to buy—you don’t buy 
that ? 

Mr. E. H. Brown. No, sir. 

Mr. Roosrve_r. Your company made no effort ? 

Mr. E. H. Brown. No,sir. 

Mr. Roosrvetr. You would have thought that was a pretty good 
deal; wasn’t it ¢ 

Mr. E. H. Brown. For Bercut-Richards customers, I would say it 
is a good deal, for their Sacramento brand. 

Mr. Roosrvetr. I am a little interested in why you warited to know 
about it. 

Mr. E. H. Brown. We sell tomato juice, too, under our label, and it 
gets a little tougher when we have deals like this flying around. 

Mr. Roosevettr. Would you think this was an unusual type of com- 
petitive deal ? 

Mr. E. H. Brown. I would say the amount of the deal might be 
unusual. But there are lots of deals like that; yes. Especially for 
national brands. 

Mr. Roosevetr. Bercut-Richards Co. is a canner of an advertised 
brand; is that correct ¢ 

Mr. E. H. Brown. They are on Sacramento brand tomato juice— 
itis one of the best sellers, especially in the New York area and back 
East. I call them a national brand, although on most items they are 
not a national brand. 

Mr. Roosrvetr. But, as you say, this type of competition, then, from 
an advertised brand, let’s call it, would be pretty tough competition 
under most circumstances ? 

Mr. E. H. Brown. That is right. And that is why we like to know 
about it, and confirm the fact it exists, and where it exists. 

Mr. Roosevett. Right. 

Mr. Moore. Mr. Chairman, Mr. Brown, as I understand that, that 
is an offer from a canner to anybody that wants to avail themselves 
of it ¢ 

Mr. E. H. Brown. That is right. 

Mr. Moore. That is a canner going out on the market and saying, 
“This is what I have got, I will sell it to you for this.” It is not the 
buyer coming in and soliciting the price. 

Mr. E. H. Brown. No. He is trying to promote his national brand. 

Mr. Moore. Well, then, in response to Mr. Roosevelt’s question, it is 
promotional in nature. 

Mr. E. H. Brown. That is right. 

Mr. Roosevettr. Did you make any effort to meet this competition ? 

Mr. E. H. Brown. No. 

Mr. Roosevetr. On October 4, the Smith Sales Co., through a 
Walter D. McKay, wrote you a note in which he says: 


In checking shipments, canned peas against your Purchase Contract 5226, 
I note that we have only made two shipments. We are not complaining, but just 
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wanted to remind you that we are still giving the 20 cents per case shipping 
allowance on 303’s. Thought you could work out some more shipments before 
the allowance is taken off. 

That was in 1957, by the way. 

What did you do about that letter ? 

Mr. E. H. Brown. Probably nothing, because our other pea sup- 
pliers were giving the same thing. In other words, that was, you 
might say, the going price. You said 20 cents off, it was, a case? 

Mr. Roosrver. 20 cents per case, shipping allowance. 

Mr. E. H. Brown. Yes; | believe that was a prompt shipping allow- 
ance at the time of pack. 

Mr. Roosrvett. This was a shipping allowance that was general? 
But this is one of your contractors ? 

Mr. E. H. Brown. That is right. 

Mr. Roosrvetr. And in this instance you decided not to do business 
with him on this basis? 

Mr. E. H. Brown. No; we kept on doing business. 

Mr. Roosrvett. But he is complaining a little bit you only made 
him two shipments. 

Mr. E. H. Brown. I don’t know the facts in the case. We might 
have made two big shipments early in the season, and we may have 
shipped our first quarter’s requirements as we agreed to do. But 
I am telling you, these packers want to get all they can get shipped 
as soon as they ean. And if they think writing a letter will do it, they 
will. 

In other words, everybody is trying to ship as much as he can. 

Mr. Roosrveur. If he had made an offer to take off the 20 cents, 
you certainly would have bought some more from him, wouldn’t you? 

Mr. E. H. Brown. If all my suppliers had withdrawn the offer, or 
advised me they were going to, I would contact my members and 
advice them to order now. 

Mr. Roosrvetr. Mr. Steed, do you have any questions? 

Mr. Streep. Earlier you made some comment, I think, in connection 
with salmon, in which I got the impression that because of a continuing 
shortage of supply, that problems have arisen in that particular food 
item which would indicate that the national brands were going to be 
very persistent in maintaining their market position, that the source 
of supply was beginning to concentrate in fewer hands, and things of 
that sort, which would pose particular problems for a company like 
yourselves and others similarly situated. 

As I analyzed what was said, I assumed that this present current 
situation has been accelerated considerably by this matter of supply. 

Now, on the other hand, we have been having a lot of testimony 
here about fruits and vegetables, the problem apparently stemming 


from the fact that most of the time there has been too many peaches 
or too much of a crop. 


Now, what I am leading up to is this. 

Apparently you keep a pretty close finger on the pulse of this 
whole situation, with many ramifications. Now, suppose a situation 
develops, which it could, where a chronic shortage of supply of fruits 
or vegetables, one or more, could develop in the canning area out here. 
develops, which it could, where a chronic shortage of supply of fruits 
development would be under those circumstances in relation to what 











at i @_ i 


SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 923 


you have already seen happen in the salmon canning industry. Do 
you think you would have that same reaction down here in the fruit 
and vegetable field if supply shortages occurred ? 

Mr. E. H. Brown. We are talking about my letter to Mr. Mason. 
In there all the discussion was about canned fruits and vegetables, in- 
cluding salmon, in general. It was not about salmon specifically. In 
other words, I made no comment specifically about salmon. 

Speaking about shortages of any basic commodity, like cling peaches 
or apricots, tomatoes, or anything like that, we usually find that the 
price very soon takes care of any shortage. In other words, it is the 
old law of supply and demand. You can start out short and the price 
goes up, and pretty soon you are not short. 

Mr. Sreep. Well, what I was getting at is—my impression from the 
testimony was that the packing in the salmon part of it had concen- 
trated into fewer and fewer hands, that the packers were larger, and 
when they got larger the quality got down, or was inclined that way. 
And I was wondering, if the situation of the shortage of supply of 
fruits and vegetables were to become chronic, if you wouldn’t have a 
similar industry trend in that field ? 

Mr. E. H. Brown. You would because that is what my understand- 
ing was, that is what we were talking about was California fruits and 
vegetables, when I made those comments. And that letter was written 
about California fruits and vegetables in general—one item being just 
thrown in, salmon. 

Mr. Sreep. Do you know of any other items of food that you buy, 
whether it is fruits, vegetables, or whatever, that you have any such 
situation, where there is an impact from lack of supply that is ap- 
parent at this time ? 

Mr. E. H. Brown. Well, salmon is the one that has the biggest 
shortage. We had a relatively short crop of cherries, but that is no 
problem. Again the price is set so high that we will not have a short- 
age as far as being able to buy all we want. 

Mr. Steep. Well, am I mistaken in this? It has been my impression 
that the salmon situation is one that probably will be with us a long 


rc 
time, whereas the cherry crop veolitta short one year, and could be 
abundant the following year ? 


Mr. E. H. Brown. That is right. 
Mr. Steep. The source of supply in a fruit or vegetable is amenable 


to correction, whereas the shortage of the salmon pack would not be. 
Is that true? 


Mr. E. H. Brown. Well, it is true that this was one of the shortest 
packs they ever had, and the prospects, maybe, are not too good. But, 
again, they are getting the price up so high that practically everybody 
that wants to buy at those prices can. d 

Mr. Streep. Well, that, of course, we can understand. But I am talk- 
ing about the basic quantity of the item itself. 

Mr. E. H. Brown. In other words, you have to say it is a declining 
item as far as the consumer is concerned, because they are not buying 
as much, because the prices are too high. ; 

Representative Brown. Mr. Brown, what difference would there 


be in the retail price of a can of tomatoes if the grower got $1 less 
per ton for his tomatoes ? 


Mr. E. H. Brown. I couldn't truthfully answer that. 
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Representative Brown. You must have some opinion of it, because 
you report to your bosses every change in the grower’s price. 

Mr. E. H. Brown. There was no change. It was $21.50 to start 
with, and it stayed $21.50 all the time. 

Representative Brown. You reported that they wanted $22.50 and 
$23.75. 

Mr. E. H. Brown. I said last year’s price was $22.50. 

Representative Brown. Do we have figures on that, Mr. Counsel ? 

Mr. Roosrvetr. Counsel stepped out for a minute. 

Representative Brown. $1 a ton on tomatoes couldn’t make but a 
fraction of a penny difference on a can of tomatoes at the store, could 
it? 

Mr. E. H. Brown. I really don’t know. 

Representative Brown. Well, let’s get it. 

Well, at any rate, we keep talking about the law of supply and 
demand, and yet you agreed with the chairman a while ago that often- 
times these savings effected at the producers’ level are not passed on 
to the consumer. So if they are not passed on to the consumer, you 
can’t increase the demand by a lower price, because they don’t lower 
the price. That happens sometimes, doesn’t it ? 

Mr. E. H. Brown. It could occasionally ; true. 

Representative Brown. So all this talk about supply and demand 
taking care of the situation sometimes becomes merely a bit of eyewash. 

Now, on the demand side, in recent years you have opened an office 
for your firm here in California, have you not ? 

Mr. E. H. Brown. We have been here for quite some time. 

Representative Brown. How long? 

Mr. E. H. Brown. As Topco since 1950. Before that we were the 
Food Cooperative, Top Frost Food since about 1948. In other words, 
our members were buying through one company on frozen and another 
on canned and we combined in 1950. 

Representative Brown. You feel you have to maintain an office out 
here to stay abreast of all these deals floating around, and to stay 
informed on just what is going on in the market, don’t you. 

Mr. E. H. Brown. We have 27 members. We can’t have 27 offices. 
We need one office in the area to buy the merchandise. We have to 
supervise the packing of the goods we buy, to see we get what 
we ordered, we have to supervise the quality, shipping. In other 
words 

Representative Brown. You feel you have to have an office out here. 

Mr. E. H. Brown. I feel without one we would be very handicappd. 

Representative Brown. Now, the little chain, the efficient operator 
in a town, where he has four or five stores, and does a good volume 
in supermarkets, if he doesn’t have an office out here, or doesn’t have 
contact through some person like you, he is apt to miss some of these 
details that are floating around; is he not ? 

Mr. E. H. Brown. I wouldn’t be too surprised, if you don’t have any 
contact. 

Representative Brown. In other words, he would miss some of them. 

Mr. E. H. Brown. I would say that he might. 

Representative Brown. So, actually, he is placed at a disadvantage 
as a small businessman in this picture, because of these variations 
in details. 
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Mr. E. H. Brown. I wouldn’t say it is just details. It is trying to 
stay on the market. In other words, if you know the market is going 
up, and you are notified it is going up, you can buy before the market 
goes up. But if you are not notiéied, and you place your order, say 
1 week later, you have to buy at the higher price. It is a matter of 
market information, a lot of it. 

Representative Brown. And yet the people who make the market, to 
a great extent—in fact 90 percent of them—are people like you and 
the buyers here on California Street. You really make the market, 
don’t you? 

Mr. E. H. Brown. I would say that it goes back again to supply and 
demand. The buyers are the demand and the canners are the supply. 

Representative Brown. Yes. But now it is a fact, is it not, that 
the canners judge their canning procedures, that is, they make their 
plans on the basis of the reservations that you and others like you 
place with them, don’t they ? 

Mr. E. H. Brown. I would say they base their plans on what they 
expect to pack. ‘They may plan on selling to the export market, they 
may plan on getting a Government bid. I mean that is the canner’s 
decision. He has to decide what he wants to pack, and how he is 
going to sell it. 

Representative Brown. But he can’t sell it unless he can sell it 
through you and others like you, because he can’t even get it on the 
shelf where people can buy it. 

Mr. E. H. Brown. There are other avenues, as I say, besides re- 
tailers. There is the Government, there is the export. 

Representative Brown. The export won't be five percent of the 
total volume—they would all starve to death—in toned foodstuffs. I 
am not talking about just fruits and vegetables—but in total food- 
stuffs, the exports of this country won’t represent 5 percent. The point 
Iam making is that the demand is created by the buyer, like you, who 
are selling through the food stores that are doing the business in this 
country. And anybody knows that if he cannot get distribution 
through stores such as you represent, and stores like A. & P. and 
Safeway and other big stores, he is not going to be in this business 
any more, because the distribution is concentrated. So the demand 
ultimately is the demand that you and others like you transmit to 
the canner, isn’t that so ? 

Mr. E. H. Brown. The ultimate demand is the consumer. 

Representative Brown. Well, yes, but you change the consumer 
demand, all you people do, because if you want to throw a special 
on one item, you can increase the demand. You can give it a false 
stimulus. You can display it where the housewife will see it when she 
comes in. The demand is to a large extent today what the chainstores 
make it, isn’t that right ? 

Mr. EK. H. Brown. I would say that that is not entirely true. 

In other words 





Representative Brown. I said to a large extent. 

Mr. E. H. Brown. It has a big influence on it. 

Representative Brown. All right. I have this note here that the 
California Street buyers represent 30 percent of the total retail food 
salesin America. Have you ever heard that figure ? 
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Mr. E. H. Brown. I have heard figures quoted by Mr. MacIntyre 
and Mr. Roosevelt. 

Representative Brown. That sounds approximately right, doesn’t 
it? The only point I want to make now, to wind this up, Mr. Chair- 
man, is that when a canner talks with his buyers, his regular buyers, 
and says “We are going to be able to sell tomatoes, we are going to 
have a lot of tomatoes this year,” and a buyer says, “Well the price 
ought to be right this year, then. The price ought to be pretty good.” 
So the canner says, “Well, we can’t get a very good price for tomatoes 
this year. My buyers tell me the price ought to be down because the 
supply is going to be so good.” Then that goes all the way down. 
And the poor guy at the “bottom of the totem pole is that man out 
there with tomatoes, who has nothing to do with them except to take 
them to the canner or let them rot in the field. And he has to take 
ultimately just what is offered. 

I remember in the 1930's it was changed—in my part of the country. 
The farmers just dumped the milk. They wouldn't sell it to anybody. 
And then the price went up. And I just wonder if ultimately we are 
not creating a real problem here. We are not all being shortsighted. 
These producers will produce it at a loss or at no profit just so long. 
And then they will rebel. And when they rebel, the American people 
won't have anything to eat. 

Pardon me for the speech, but thank you, Mr. Chairman. 

Mr. Roosevett. Mr. Moore—any rebuttal ? 

Mr. Moore. No. 

Mr. Roosrvetr. Mr. Moore? 

Mr. Moore. This memo which was referred to—I don’t know whether 
you got to see it or not. 

Mr. E. H. Brown. No, but I heard it read. 

Mr. Moore. It refers to the 700 cases that are free with the thousand, 
a promotional gimmick, and so on. This is dated February 19, 1957. 
Now, for my own information, where does that date fit in in the pack 
period, or pack year? 

Mr. E. H. Brown. Well 

Mr. Moore. Is this before the pack, after the pack ? 

Mr. E. H. Brown. Well—that is after the pack. The tomato pack 
has been completed. 

Mr. Moore. You say that is after the pack. From this offer, do 
you draw the conclusion that this particular packer or canner, along 
with his desire, perhaps, to promote his item, also has a surplus of 
tomatoes ? 

Mr. E. H. Brown. That could be highly possible. 

Mr. Moore. Most of these gimmicks that you get in this business— 
and every now and then you will come in in the morning and find out 
there is a gimmick floating around the street that you check on, and 
find out it is something maybe you want to take advantage of, or that 
your customers should take advantage of—do they occur once the 
pack, after the pack—when? Do they occur all during the year? 

Mr. E. H. Brown. I would say practically all during the year. 

Mr. Moore. In other words, it is a result of many things outside 
this question of supply and demand as such—as far as one particular 
packer is concerned as opposed to the other. The fact that he is 
offering a gimmick, that may be the result of a number of things. 
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He may have not guessed properly when he made his purchase from 
the growers. That could be one reason he is offering a gimmick, to 
unload, isn’t it? 

Mr. E. H. Brown. That is correct. Or it might be that some other 
national brand is offering something, and this is you might say the 
counter offer. 

Mr. Moore. There are a number of things that could occur here, 
all which normally flow, what—from the pressure among the pack- 
ers and the canners, or the pressure that might be exerted upon them 
by the buyer. 

Mr. E. H. Brown. I would say it is all from the canner in cases 
like this. 

Mr. Moore. I have no further questions. 

Mr. Roosevetr. Mr. Avery. 

Mr. Avery. Mr. Brown, just one more question about the reserva- 
tions. As I understand, there is nothing said about price until a re- 
quest comes for shipment, or an anticipated need for shipment arises. 
Isthat when you start talking about price on a reservation / 

Mr. E. H. Brown. We usually start before. In other words, you 
try to get an idea—as I said, when you go out asking for estimated 
requirements, what the canner’s idea of the price is. At that time you 
only havea price range. In other words, you don’t know exactly what 
it is. But you have a fair ide: a, based on what the canners paid for 
the raw product and the supply. 

Mr. Avery. But a canner pretty well knows that he has to keep his 
quoted price to you in line with other canners and taking into ac- 
count the potential supply and supply and all those factors. I mean 
just because you have a reservation with him, don’t mean he can put 
any artificial price on his commodity. He is governed by all these 
other factors we have been talking about. 

Mr. E. H. Brown. That is correct. That isthe understanding. In 
other words, they understand that if they want the business, they have 
to be competitiv e. 

Mr. Avery. That is all, Mr. Chairman. 

Mr. Roosevetr. Mr. Brow n, [ want to thank you very much for your 
patience with us, and your cooperation with the committee. You will 
be excused at this time from your subpena. 

Mr. E. H. Brown. Thank you. 

Mr. MacInryre. Mr. Chairman, at this time I would like to suggest 
that such correspondence as Mr. Brown submitted under that subpena, 
and as is retained and not returned to him, be retained for the com- 
mittee’s files and the use of the committee members—that is, that part 
of it that has not been offered for printing as part of the record. 

Mr. Roosrvetr. Mr. Brown, I don’t know whether you just heard 
counsel’s request of the committee—that such documents as have been 
referred to in these hearings, that they be retained in the committee’s 
files, and such as have already been referred to. And therefore those 
will not be returned to you. However, if copies are important to you 
of these, and you have not gotten them already, we will make arrange- 
ments with you to see that you have them av ailable. 

Mr. E. H. Brown. When will the other material be returned ? 

Mr. MacIntyre. The other material will be returned by noon to- 
morrow. It may be picked up at room 251 in this courthouse. 
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Mr. Loventin. We will appreciate a list of those being retained. 

Mr. MacInryre. They would be these that have been referred to 
here. 

Mr. Roosrevetr. The next witness before the commitee is Mr. Corbus, 
of the A. & P. Co. Mr. Corbus, we are glad to have you back, sir. 
You are accompanied by your counsel. Glad to see you too, sir. You 
are of course still under oath. We will proceed from there. 


TESTIMONY OF WILLIAM CORBUS, FIELD BUYER FOR THE GREAT 
ATLANTIC & PACIFIC TEA CO., SAN FRANCISCO, CALIF., ACCOM- 
PANIED BY FREDERICK H. HAWKINS, OF PILLSBURY, MADISON 
& SUTRO, SAN FRANCISCO, CALIF. 


Mr. Rooseve_r. Counsel, do you want to interrogate at this time? 

Before we do that, for the convenience of the members who were 
not here at the last hearing, would you describe yourself and your 
position and in general the activity of your counsel. 

Mr. Corpus. My name is William Corbus, I am field buyer for 
A. & P. Food Stores, located in San Francisco. I am responsible for 
the purchasing of canned goods, which includes canned fruits and 
vegetables, and certain canned fish items, dried fruits, nuts, beans, 
and certain frozen vegetables and fruits. Private label—that is our 
own brand—as well as advertised brands, such as Del Monte. 

Mr. Moore. Are there any other buyers representing A. & P. in this 
area, other than yourself? 

Mr. Corsvus. No; I am the only buyer on processed foods. 

Mr. Moore. Those are the items you have just named ? 

Mr. Corsvus. That is correct. 

Mr. Moore. On the west coast, or limited to San Francisco? 

Mr. Corsus. We have an office in Seattle that purchases certain 
frozen items, certain canned items, and canned salmon. 

Mr. Roosrvetr. Counsel, on behalf of the committee, I would just 
like to say regarding a certain instance of yesterday, I didn’t plan to 
imply, and there certainly is no implication that what you were saying 
to the witness at that time was in any way something improper. 
Procedure was what was improper. And I know—it has been re- 
ported to us what you said, and it is perfectly proper what you were 
saying. But the procedure was aa I hope you will under- 
stand there is no reflection upon you at all. 

Mr. Hawks. I wish to apologize to you and the committee and as- 
sure you there was no disrespect on my part toward the committee. 
Rather I have a keen apreciation for the difficulty the committee has 
to get the facts as distinguished from rumor and that sort of thing. 
Especially where the witnesses in this industry, as I find out in all in- 
dustries, speak a jargon of their own, which is very difficult for laymen 
and I assume some of the committee to understand. 

Mr. Roosrvett. We appreciate that. But I think you ee 
that charges of intimidation have been made, if we allow people to get 
up and approach witnesses before the committee, it won't be long before 
someone was saying that every one of the buyers was intimidating the 
witnesses openly and directly before the committee. I know you were 
not doing that, but I didn’t want to allow somebody in the future to 
make the veiled charge and use that as an example. 
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Mr. MacIntyre. Mr. Chairman, I have a few questions. 

When you were here last time, you told us that you were the buying 
official of A. & P. on the west coast for canner fruits and vegetables. 
That still goes ? 

Mr. Corsus. That is true. 

Mr. MacIntyre. You also told us the volume was about $125 mil- 
lion, that you purchased in the last year. 

Mr. Coraus. Through my office, that is right. 

Mr. MacIntyre. Now, Mr. Chairman, before going into the ques- 
tion with the witnesses, I want to call to the attention of the committee 
a report that the staff of the committee secured in August of this year. 

And it has been revised as of July 1955. It it entitled “The Chainstore 
Buying Committee.” It was made asa report by Erwin, Wasey, Ruth- 
rauff & Ryan, Inc., 360 North Michigan Avenue, Chicago, Ill. I 
would like to offer that for inclusion in the committee files, , because— 
for the committee’s further consideration, and not for printing in the 
record. 

Mr. Moore. May I ask counsel, who are Erwin Wasey, Ruthrauff & 
Ryan? 

Mr. Brown. They are an advertising agency. 

Mr. Moore. In the employ of buyers, canners, or growers in this 
industry ? 

Mr. MacInryre. It is my understanding this was done for the food 
industry, to acquaint officials in the food industry about the existence 
of chainstore buying committees. 

After that came to the attention of the committee, you will remem- 
ber, Mr. Chairman, that on August 27 you directed a letter to each of 
about 15 chainstore or ganizations, including A. & P., asking each of 
those organizations to provide you with the names of those who par- 
ticipate in the making of policy and decisions respecting buying. 

A. & P. didn’t give you Mr. Corbus’ name. We got that from some- 
one else. But we do have a letter from the A. & P. of September 8, 
1959, and with your permission I would like to read this. 

DEAR CONGRESSMAN ROOSEVELT: Replying to your letter of August 27, our com- 
pany does not have a buying committee or any other group that functions as such. 
We have about 800 employees through the country whose principal duties involve 
the making of decisions regarding purchase of merchandise. It would be a con- 
siderable task to furnish the information you have requested regarding these 
employees. The third question in your letter refers to the relationship between 
the buying committee and the company’s buyers. Since we do not have such a 
committee, we assume that the information regarding the individual buyers 
would not be helpful to your subcommittee. 

However, later we did learn about Mr. Corbus and his buying activi- 
ties for A. & P. here, and consequently the committee did, as you recall, 
submit a subpena for records from him. And Mr. Corbus did appear 
on October 8 in response to that subpena, and did submit considerable 
data to the subcommittee, and has cooperated with the subcommittee 
in furnishing information about his activities. The data includes a 
flow chart an dother information giving prices and quantities of canned 
fruits and vegetables he purchased during the last pack season, par- 
ticularly peaches, catsup, and frozen spinach. We have that informa- 
tion before us, and it is with respect to some of that information that I 
would like to ask this witness some questions. 
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I would like to also ask that all of what he did submit be included 
in the printed appendix of the record, as in the case of the flow chart 
material of the previous witness. 

Mr. Roosrvetr. Subject to the same stipulation of the committee 
members, it is so ordered. 

Mr. Moore. None of this material is of confidential nature, or in 
the nature of a trade secret of your company ¢ 

Mr. Corsus. Not as far as I know, no. 

Mr. MacInryre. Mr. Corbus, you heard testimony of the previous 
witnesses, including the one just. preceding you, testimony about set- 
asides and bookings. 

Mr. Corpus. Yes, sir. 

Mr. MacIntyre. Will you tell us what your practice was in making 
of bookings? Did you find that what you asked for in the making 
of bookings to approximate what you directed to be shipped by those 
canners ¢ 

Mr. Corsus. Mr. Counsel, if I may, I would like to clarify, at least 
for my own exposition and possibly for your information, that there 
is a difference in my terminology, in any event, between a booking and 
a reservation or set-aside. A booking, in my lingo, is a firm commit- 
ment for a quantity of merchandise which we are obligated to take. 
A set-aside or a reservation is only our best estimate or guess of what 
merchandise we thing we might be using over a period of time. There 
is actually no commitment or obligation, either on the part of the 
canner or on our part, on a reservation, although I am certainly frank 
to tell you that within whatever means we have, we attempt to coop- 
erate with the canner when we have a reservation set- aside, and try 
to ship whatever amounts, and I think our records will indicate we 
closely approximate that. 

Mr. Roosrve.r. ‘Two questions on that. What was the original idea, 
in your opinion, of this reservation system? Was it to try to help the 
canner to somewhat better regulate his own operation 

Mr. Corsvus. I think it was a mutually beneficial idea. It was a 
help to the canner because it gave him an approximate idea of where 
the merchandise would be going, so he would have some idea in his 
planning where he might expect to sell it. It was a real service to us, 
purely from mech: anics—the mere »hysical volume of work, or just 
processing orders, if we had to eac I time we got an order for 50 or 
100 cases, and we get hundreds of them—if we have a record of that, 
it facilitates the mechanical end of it. And in addition, it enables us 
to know pretty much whether we have about enough merchandise, 
whether there is going to be a shortage, or whether there is a surplus. 

Mr. Roosrvetr. Now, the functioning of this system really depends 
on the good faith—— 

Mr. Cornus. On the good faith of the canner as well as the buyer. 

Mr. Roosrvetr. And as I understand your testimony here, in gen- 
eral, as with the previous witness, your original statements have not 
veered too much, though they have been adjusted some up and some 
down. But in the total overall figures, they have not veered too 
greatly with the actual shipments made. 

Mr. Corpus. That is correct. There are some variations. One 
thing that threw us off a little bit this year. I don’t know the total 
figure, but I think we are off about 3 percent 

Mr. Rooseverr. But that is a far cry from 25 percent. 
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Mr. Corsus. If I can be fortunate enough to hit it that closely I 
would be very thankful. But we did have a strike in the Eastern 
division of our company for 6 weeks, which represents, I think, about 
20 percent of our business, which was enough to kind of put is a little 
bit behind the eight ball as far as getting it all out, as much as we 
wished. 

Mr. Avery. Just one question here, Mr. Corbus. Then that booking 
as you have just described is a firm contract ? 

Mr. Corzsus. That is correct. 

Mr. MacIntyre. Well, let us keep in mind the word “set-aside,” 
then, or reservation. I believe that most of the earlier testimony had 
to do with that, because the previous witnesses were not talking about 
firm contracts, but about the bookings, and that term was used inter- 
changeably with reservations and set-asides. 

Mr. Corpus. Yes, sir. But for our testimony, we are considering 
reservations as no firm commitment. Bookings as a firm commit- 
ment. 

Mr. MacIntyre. With that understanding, let us refer to your flow 
chart data, pricing data, on yellow cling peaches and I refer first to 
Contadina Foods. It shows that at the beginning of the 1958-59 ship- 
ping season, you had asked for that company to make reservations of 
137,000 cases of A. & P. and Iona yellow cling peaches. You note 
that figure, don’t you? 

Mr. Corsus. Yes, sir. 

Mr. MacIntyre. Now, before the season went very far, namely, 
about the end of October, you cancelled 44,585 of that reservation. 

Mr. Corpus. That is correct. I am not sure whether I cancelled it 
or the canner cancelled it, but there was a shortage in the pack, and he 
adjusted the quantity available. 

Mr. MacIntyre. Now, I refer to the Flotell Packing Co. flow chart 
that you submitted to Flotell Products, Inc. Your reservation there 
was 98,500. 

Mr. Corsus. Right. 

Mr. MacIntyre. You canceled out about the end of October, 37,290. 

Mr. Corsus. For the same reason, yes. 

Mr. MacInryre. But at the end of the shipping season, it shows 
that you had shipped, or asked them to ship to you, 48,509 cases. 

Mr. Corsus. That is right. 

Mr. MacIntyre. Out of a total reservation at the beginning of 
the season of 98,500, of which you canceled 37,000 at the end of October. 

Mr. Cornus. Bringing the adjusted reservation to 51,000. So we 
shipped 48,000 against 51,000. 

Mr. MacIntyre. Now, at about the same time, just prior to October 
1, 1958, although you had asked Fairview to set aside or reserve for 
you only 7,440 cases—— 

Mr. Corsus. Is that Fairview ? 

Mr. MacIntyre. Fairview Packing Co. 

Mr. Corpus. Oh, yes. 

Mr. MacIntyre. Fairview Packing Co. 

Mr. Corsus. That was the total shipped, sir. 

Mr. MacIntyre. Well, at the top of the column “Accumulated 
reservations” we have a figure of 7,440 cases. 

Mr. Cornus. Is that Fairview Packing? 
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Mr. MacIntyre. Yes. 

Mr. Corsus. All right, sir. 

Mr. MacInryre. And about October, Ist of October, 1958, we find 
that you added, for that company, 8,000 cases. That was at about 
the same time you were canceling out all of these others. Now, will 
you explain why you added for this company and canceled out others 

Mr. Corsus. Mr. Counsel, the only thing I can tell you, this must 
be a typographical error. Would you please refer to this left-hand 
column. You will note that we say total shipped, 7,440 and the gal 
in typing it showed accumulated reservations 7,440. Originally the 
total reservation was 750 cases. 

Mr. MacInryre. I just accepted your figures that were in these 
columns here as they were noted. 

Mr. Corsus. The only thing I can tell you, sir, this is the actual 
figure on the matter, and I can explain to you why the 8,000 cases was 
added to our reservations. 

The Fairview Packing Co. on peaches are not a large packer. They 
are—their primary business in peaches is institutional business. That 
is inthe No. 10 can. After they have completed their pack, they will 
come to us and offer us a certain quantity of merchandise. And that 
is the reason that was added to them, rather than subtracted. And I 
an appreciate the confusion that you would have as to why these 
other people would be canceling, and here is an example where we are 
adding. And that is the explanation. 

Mr. MacIntyre. Well, in any event, Fairview was not charging you 
any more of a price than the others at that time. 

Mr. Corsvs. No; that is correct. They were competitive. 

Mr. MacIntyre. They were giving you just as low a price as you 
could get anywhere? 

Mr. Corsus. They were being competitive with what other canners 
were selling for. 

Mr. MacIntyre. Now, will you turn to Fruitvale. You asked the 
Fruitvale Canning Co. to reserve 84,500 cases of peaches. 

Mr. Corsus. Right. 

Mr. MacIntyre. And you shipped against that 49,024 cases. 

Mr. Corsvus. Yes. But the adjusted reservation was 49,024 cases. 

Mr. MacIntyre. But no adjustment was made, except for cancel- 
lation of less than 20,000 against that reservation, before January, and 
then there were some additions. So it was late in the season before 
there were any adjustments that could bring that down to 49,000. 

Mr. Corpus. Yes. The packer told me, in fact it shows on our 
‘ards, actually, in June, that he had shipped all of his merchandise 
and had no further merchandise available. 

Mr. MacIntyre. So you offer that as an explanation to why you 
cut from 84,500 cases to 49,000 ? 

Mr. Corsvs. No, sir; I didn’t say that, Mr. MacIntyre. I said that 
on June 15 the packer advised me that he didn’t have this approx- 
imately 12,000 cases of peaches. 20,000 cases—approximately 20,000 
vases was canceled immediately following the pack. You will note 
that we added 2,000, and then canceled an additional 6 during the 
period. 


Mr. MacIntyre. So you went to others and bought ? 
Mr. Corsus. No, no. 
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Mr. MacIntyre. Well, Hawaiian pineapple. You reserved 113,500, 
and shipped 99,689 cases against that reservation, didn’t you? 

Mr. Corsvus. Against the adjusted reservations of 101,000, we 
shipped within 1,500 cases. And you will note there are 8,350 cases 
canceled right after the pack. 

Mr. MacIntyre. Why was it Hawaiian pineapple didn’t run into 
the difficulties as the small canners in supplying you. 

Mr. Corpus. I wish I knew. I don’t have an explanation of that. 
Apparently they must have done a better job. 

ee. MacInryre. In other words, they shipped almost what you 
asked for. That is, asked them to reserve for you at the beginning 
of the season ? 

Mr. Corpus. They were short about 13 or 14 percent. 

Mr. MacIntyre. That is also true of the other large shippers, such 
as Cal-Pac, Hunt, Stokely, and so on ? 

Mr. Corsus. We don’t make reservations or booking on Cal-Pac, 
Libby, or Hunt merchandise. 

Mr. MacIntyre. Hawaiian is the largest company you ask to do 
that. 

Mr. Corpus. For private label. 

Mr. MacIntyre. In the case of the largest one, the Hawaiian, you 
stayed right with your reservations there, and they shipped you within 
1,000 of the 100,000 of what you asked them to set aside? 

Mr. Cornus. Yes. But some of the others did just as well on the 
actual adjusted reservation. Would you please refer to Turlock Co- 
operative Growers. 

Mr. MacIntyre. In that instance Turlock was charging you just 
about as low a price as you could get from anyone on the peaches at 
the time you were having them shipped ? 

Mr. Corsus. Mr. MacIntyre, they were charging the competitive 
going market, sir. 

Mr. MacIntyre. That was as low as any price you could get? 

Mr. Corsus. That was competitive with any price I could get. 

Mr. MacIntyre. Wasn’t it as low as any price you could get for 
the quality peach? 

Mr. Corsus. Yes; that is correct. 

Mr. MacIntyre. Couldn’t beat it anywhere? 

Mr. Corsus. Not that I knew of. 

Mr. MacIntyre. And they, of course, were asked by you and did 
exceed the original reservation that you had asked them for? 

Mr. Corsus. Also they had additional merchandise to offer, because 
apparently some of the merchandise that they had thought they had 
placed was not shipped, and they had additional to offer. That is not 
unusual, may I explain. 

Mr. MacIntyre. Now, as the season progressed in the period from 
January to June 1959, the me you paid for peaches, 214 yellow cling 
peaches, dropped, didn’t it ? 

Mr. Corsus. Well, it started out for 214 choice peaches at $5.10 a 
case, and then advanced to $5.40 a case. 

Mr. MacIntyre. I am talking about from January. You are going 
back to last September now. 

Mr. Corsus. Yes, that is correct. But you asked for the season, 
and I was thinking in terms of 12 months. You will note that in the 
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case of Contadina Foods, on choice peaches we were still paying $5.40 
during May, and during June it went to $5.20. 

Mr. MacIntyre. But that is one of the cases you canceled 44,485 of 
your original set-aside? 

Mr. Corsus. No, sir. I didn’t cancel. The packer was unable to 
deliver. 

Mr. MacInryre. He was able to keep his price up. 

Mr. Corsus. No, sir, he was unable to deliver the merchandise. At 
least he so advised. And he was advising us at that time that he 
would be short. 

Mr. MacInryre. Would you repeat what you have just testified 
about his prices? 

Mr. Corzsus. What is that, sir? 

Mr. Macl — You just made a reference to his prices. 

Mr. Corsvus. I said he started out at $5.10 at the beginning of the 
season, then went to $5.40 right into May, and during June dropped to 
$5.20. 

Mr. MacInryre. So actually he was going up in price about the 
time you canceled. 

Mr. Corsus. No. I didn’t cancel. 

Mr. McIntyre, may I suggest this for clarification ? 

It was expected that the 1958 peach pack was going to be a big pack 
of peaches. And you have heard previous witnesses testify to the 
fact that the peach pack fell below expectations. And I am sure that 
is the reason why there were so many pro rata deliveries. 

Mr. MacIntyre. But despite that, the price did move on down after 
June, and taking your A. & P. brand, it was $5.40, and from quite a 
number of these private label packers you were able to get $5.20 prices. 

Mr. Corsus. What date are you talking about, sir? 

Mr. MacIntyre. After May. 

Mr. Corsus. That is correct. 

Mr. MacInryre. It was $5.40, and dropped down on the A. & P. 
brand to $5.20. 

Mr. Corpus. That is correct. 

Mr. MacIntyre. And you had been paying $4.90 for Iona brand 
and the price on it dropped to $4.50. 

Mr. Corsvus. That is correct. 

Mr. MacIntyre. So prices went down as the spring came along. 

Mr. Corsus. As we got into late spring, and there was more definite 
information available as to the prospective pack this year. 

Mr. Brown. I would just like to point out that this is an excellent 
example of the operations of supply and demand—the pack is 5 per- 
cent shorter, and the price still goes down. How do you ae 
that ? 

Mr. Corsus. Mr. Brown, what do you mean the supply is 5 percent 
shorter ? 

Mr. Brown. You just testified to the fact—and I have the figures 
before me—that the pack on peaches in 1958 was 5 percent less than 
it was in 1957, 

Mr. Corsus. I see those figures. Are you talking about the total 
available supply ? 

Mr. Brown. The Canners League of California, statistical depart- 
ment, 1958 summary, Cal-Pack statistics, free peaches, cling peaches, 
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spiced cling peaches, all total 22,395,958 cases in 1958, compared to 
23,250,226 cases in 1957. 

Mr. Cornus. Mr. Brown, may I please refer to the fact that at the 
beginning of the pack, the price was $5.10 a case for 21%, and it ad- 
vanced to $5.40, showing that the shortage of supply did have an effect 
on the market. And then when it became apparent we were going to 
have a big pack in 1959, the market started to weaken. 

Mr. Roosrvetr. As early as May? 

Mr. Corpus. As early as May, yes. 

Mr. Roosrvetr. How do you know as early as May you were going 
to have a big pack ? 

Mr. Corpus. Well, we were just going by the California Depart- 
ment of Agriculture estimate of the crop. The canners make an esti- 
mate of the crop. The growers make an estimate of the crop. 

Mr. Roosevetr. In other wor ds, you could come in on something 
that was as far away as that crop which was not developed. You 
didn’t know anything about the weather, or anything -that might 
happen to it, and so you hammer down this short supply right then 
and there. 

Mr. Corsus. No, sir, I didn’t hammer down the short supply. 

Mr. Roosevetr. Well, it was hammered down. 

Mr. Corpus. Let’s say the price came down, however it did get 
down. 

Mr. Roosevert. All right. 

Mr. Brown. Let me point out, too, that the demand—I mean the 
supply in this so-called wonderful law of supply and demand, is just 
what some people think it to be, and they were wrong in 1958, and you 
just testified to that. They estimated that it was going to be big at the 
beginning, and then it turned out to be smaller. So all these | figures 
are based on just what somebody thinks it will be. And then when it 
actually got out there, there were less peaches, but you were buying 
them for less money than you did the year before on the closing state- 
ments. Weagreed tothat, didn’t we? 

Mr. Corsus. I don’t have the figures as to what the closing prices 
were from the previous year. All I have is what they were for the 
pack year, Mr. Brown. 

Mr. Brown. Well, I think the figures I have here show they have 
been going constantly down. 

Mr. Corsus. When the shorter supply developed. You will note the 
market did advance, sir. 

Mr. Brown. Well, for a while. But you didn’t pay them. You 
waited until it came down. 

Mr. Corsus. Oh,no. No,no. 

Mr. Moore. What did you do, for the record ? 

Mr. Corsus. We shipped regularly and consistently, week by week 
and month by month, in accordance with the orders that we received 
from our warehouses, who in turn distributed it to the stores. We 
didn’t hold off. We shipped as we received the orders. 

Mr. Brown. Well, the flow chart shows for Turlock Cooperative 
Growers that you bou ght more peaches at a lower price, didn’t you ? 

Mr. Corus. No, sir. I think that you will note that into May we 
were still paying $5.40 for 214 choice peaches. 

Mr. Brown. But you wound up paying 
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Mr. Corpus. $5.20. That is in June and July. But for 10 months 
we were shipping first at $2.10—I should say for 9 months we were 
shipping at $5.40. 

Mr. Brown. I was going by the cancellations that were made up 
there earlier. But you said that those were not made by you, they: 
were made by the canner. 

Mr. Corpus. By the canner, when he was able to know what his 
pack was, sir. 

Mr. Brown. How could he have misguessed his pack so much there? 
He wound up selling you more, and you just testified that he had 
peaches all the way along. 

Mr. Corsus. That is right. The only way I can explain this is the 
lettuce grower who testified yesterday said they had a rain, and all of 
a sudden the market went from $1.50 to $5 a crate. The merchandise 
simply was not packed, they ran into difficulty. I think Mr. Bunje 
testified of brown rot, rain, the fruit didn’t size properly, they had a 
lot of defects. They might have been wrong this year, but they were 
not wrong that year. 

Mr. Roosevett. Nevertheless, Mr. Brown’s basic point is that in 
May or shortly thereafter, the price on this short pack goes down, 
goes back down from its top to $5.10, on nothing but the fear of a 
coming crop statement ; that is correct, is it not? 

Mr. Corsus. That is partially the story. Not to argue with you— 
but another thing is the movement of peaches slowed up. There was 
a greater carryover than was expected. 

Mr. Roosevetr. Even with the short supply ? 

Mr. Corsus. That is correct. 

Mr. Roosrvett. In other words, you priced them out of the market. 

Mr. Corsus. There are other competing items. I know it sounds 
funny, but there are other competing items. And the housewife is a 
great changer—if she thinks this is not attractive, why she will change, 
if something is more attractively displayed or promoted. 

Mr. MacIntyre. Mr. Chairman, on that point may I make reference 
to other data here. We did ask A. & P. in connection with this price 
data to submit some sample retail prices on peaches that A. & P. was 
charging in a number of cities. Im that connection, Raleigh, N.C., 
was mentioned because it was one of the towns in which only four 
chainstores have about 90 percent of the sales. Here are the prices 
that. were submitted by A. & P. on peaches between July 1, 1959, and 
September 1959. They started off with 29 cents per can on 21% size, 
which continued through October 1958 only. Commencing in Novem- 
ber that price was raised to 31 cents a can and it remained at 31 cents 
a can through September 1959. Is that according to the information 
you submitted ? 

Mr. Corsus. That is according to the information I have. May I 
add that the 29 cents, you will note they advanced 12 cents a dozen or 
24 centsacase. You will note the price advanced from $5.10 to $5.40, 
or 30 cents a case. So their actual gross on it was less at 31 cents 
than at 29 cents. And also may I explain, as Mr. Brown did, that 
there is a lag from the time new merchandise arrives at new cost. 

Mr. Roosevetr. All right. Then, to follow that through, in July, 
if I am correct, or June, the price goes down to $5.20; right? 

Mr. Corpus. Yes. 
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ee. RooseveLt. And we don’t get any reduction at all. When do 
we! 

Mr. Corsus. I don’t know. 

Mr. Roosrvetr. We don’t get any reduction at all. You show when 
it went up all right. But it stays up there. It doesn’t come down 
when the price goes down. 

Mr. Corsus. The only explanation I can make is the fact that there 
isalag. I mean that is on the east coast—Raleigh happens to be for 
us a small unit. We may have difficulty in shipping. I don’t know. 

Mr. Rooseverr. May Task you then 

Mr. Brown. Could I observe right there, Mr. Chairman, there is a 
terrible lag when the production goes down that you pay. But you 
wire, and those stock boys start marking it up when the price goes up 
just as fast as they can, because you started to mark up right after 
you started paying the $5.40. 

Mr. Roosevetr. In other wor ds, there is no lag in the going up? 

Mr. Brown. The lag is in the coming down. 

Mr. Rooseveir. There is lots of lag when it comes down. Now, we 
only have the figure to September. And I wish, Mr. Corbus, that 
you would make 1 inquiry of Raleigh, N.C., as to when the price does 
come down, and we will see how ‘Jong the lag is. We are well into 
November now. I hope it doesn’t show that it ‘changes within the next 
couple of days. 

Mr. Corpus. You can be sure I will ask them honestly what is their 
current pr ice. 

(Mr. Corbus furnished the data requested, and it is as follows :) 





THe GREAT ATLANTIC & PActIFIc TEA CO., INC., 
San Francisco, Calif., December 3, 1959. 
The Honorable JAMES ROOSEVELT, 
Washington, D.C. 


DeaR Mr. RoosEvELT: During my testimony before your committee in San 
Francisco I was asked to supply the following information : 

1. On page 1878 of the transcript I was asked to give the committee the infor- 
mation as to when the price of peaches in the Great Atlantic & Pacific Tea 
(‘o., stores in Raleigh, N.C., was reduced. I have been informed by the sales 
manager for the area which includes Raleigh that the retail price on A. & P. 
brand peaches was reduced to 29 cents on November 9 and the price on Iona 
brand peaches was reduced to 27 cents also on November 9. In addition, the 
stores in Raleigh conducted a special sale on Iona peaches during a 2-week 
period from September 28 through October 10, 1959, with two cans for 47 cents. 
Furthermore, I am informed that the retail prices in Raleigh were not set for 
that city alone, but on the contrary Mr. A. L. Hogewood, sales manager for the 
Charlotte, N.C., area, sets identical prices at all tea company stores within his 
area. This area includes approximately 190 stores located generally throughout 
the States of North Carolina and South Carolina. 

2. On page 1887 of the transcript I was asked to supply information that 
would indicate whether an offer from Libby, McNeill & Libby to sell Tropi-Cal 
fruit punch in the Atlanta and Birmingham area was actually purchased and 
used by the tea company in this area. Our records indicate that my com- 
pany bought no Tropi-Cal fruit punch from Libby, McNeill & Libby as a result 
of this offer, and this information has been confirmed by Libby, McNeill & 
Libby. This particular offer, therefore, does not prove anything concerning pos- 
sible diversions by the tea company of merchandise bought for resale in that 
particular area for the reason that no merchandise was bought. I testified 
that in instances such as this, the seller would depend upon the integrity of the 
tea company that it would ship the goods purchased to the area specified. In 
addition, it has occurred to me that it would be almost impractical for me 
to divert merchandise purchased for one area to some other area not included 
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in the seller’s offer. All goods are paid for by the area which orders and re- 
ceives them, and it would therefore become necessary for me to start a car to 
the area specified by the seller, divert it in transit to some other area, but ney- 
ertheless have the invoice paid by the area specified in the offer. It is my opin- 
ion that if such practices were followed the necessary bookkeeping would be- 
come so involved that any slight financial gain would be completely nullified. 
Aside from these considerations, however, the tea company does not divert 
goods purchased for one area designated by the seller into a different area. 

3. On page 1889 of the transcript I was asked if an offer by Chicken of the 
Sea, Inc., of tuna in the Detroit area was a general offer. Attached is a copy 
of a letter dated November 16, 1959, from Van Camp Sea Food Co., which also 
operates under the name of Chicken of the Sea, Inc. This letter summarizes 
the various allowances offered by this seller on its tuna for the Detroit area. 
Please note the first full paragraph on page 2 of Van Camp’s letter, which 
states that the information concerning these various allowances was given to 
all Van Camp customers in the Detroit market. 

4. On page 2073 of the transcript Mr. Crean read into the reocrd a telegram 
from Blythe Melon and Vegetable Growers Association to the Great Atlantic & 
Pacific Tea Co. dated June 11, 1959. This telegram dealt with purchase of 
cantaloup in Blythe, Calif. and Yuma, Ariz., and was addressed to Mr. R. W. 
Burger with a copy to Mr. H. P. Wehman in New York. A copy of this tele- 
gram is not in my files and in fact I did not know of its existence until it was 
read by Mr. Crean. Under these circumstances I ask your courtesy in includ- 
ing in the committee’s records a copy of the reply to this telegram sent by Mr. 
Wehman, and I enclose a copy of Mr. Wehman’s telegram of June 16, 1959, for 
this purpose. 

A review of the transcript indicates that the above information is the only ad- 
ditional information which the committee requested me to furnish at the time 
I testified before the committee in San Francisco. 

Yours very truly, 
WILLIAM CORBUS. 


VAN CAMP SEA Foop Co., 
Port of Long Beach, Calif., November 16, 1959. 
Mr. WILLIAM CORBUS, 
Field Buyer, the Great A. & P. Tea Co., 
San Francisco, Calif. 


DEAR Mr. Corpus: In checking our records, I find that all the information 
covering our promotional activities in the Detroit market for the period June 
15 to August 31, 1959, was given to you via the telephone. 

Chronological sequence of the circumstances surrounding our competitive 
moves in the Detroit market is listed below: 

(a) Effective June 15 we instituted $1 per case allowance off the face 
of the invoice on all types of Chicken of the Sea tuna in the half-pound 
and three-fourth pound category. This promotion was to remain in effect 
until August 31. During the same period we had, additionally, a bill-back 
promotion of 50 cents per case on all these same items. This 50 cents could 
be earned by performing some type of display activity. 

(Db) On June 25, due to a tight inventory position, the promotion on 
oo of the Sea white tuna, both halves and three-quarters, was with- 

rawn. 

(c) On August 4, in addition to the $1 promotion, off the face of the 
invoice, and the 50 cents per case bill back, we announced a 30 cents per 
ease additional cooperative advertising allowance for one additional ad. 

(d) On August 19 we rescinded the “double co-op promotion” and insti- 
tuted an additional 50 cents per case bill-back. 

Thus, we now have a total of $2 per case promotional allowance in the De- 
troit market—$1 off the face of the invoice and $1 on the bill-back basis for dis- 
play activity. These allowances were over and above the 30 cents per case 
cooperative advertising allowance covered under the signed agreement that 
we have with you. 

All this same information and all these promotions were given to all our 
customers and all comparable factors in the market. Our records indicate that 


all our customers performed during the promotion and were paid for their 
performance. 
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In quick summary, we paid the A. & P. branch in Detroit a total of $712.50 
for performance on a bill-back basis at the rate of 50 cents per case and the 
sum of $4,400 for performance on a bill-back basis at the rate of $1 per case. 

As far as a study of all our data is concerned, everything seems to be in order. 
If you have any other questions, however, please do not hesitate to let us know. 

Cordially, 


WILLIAM B. DUGAN, 
Vice President, Director of Sales and Advertising. 


JUNE 16, 1959. 
3LYTHEVILLE MELON & VEGETABLE GROWERS ASSOCIATION, 
Blytheville, Calif.: 


Answering cantaloups are sold in a free market and price is determined by 
supply and demand, we paid at shipping point the going market as shown by 
Government reports, however demand was usually insufficient to take available 
supplies at those prices resulting in rollers selling at prices under the shipping 
point market undermining your shipping point market. 

H. P. WEHMAN. 


Mr. Moore. Mr. Chairman, this data that we have is in-response to 
the subpena, which asks that it be furnished us up to September 1959. 
July 1958 through September. 

Mr. Roosevetr. That is correct. 

Mr. Moore. So the failure to have it 

Mr. Rooseverr. I am not implying any criticism of the failure 
to have it. Iam simply saying that the witness pointed out there was 
a lag in showing the reduction. Or if there was not a reduction, it 

was due to the lag. And I think the committee is entitled to know 
how long that lag is before it appears. 

Mr. Moore. I inquire datewise on this original sheet that we had 
here, so that I might get my thinking straight. 

When did the price actually go up—what date was that ? 

Mr. Corpus. I don’t actually ‘know the date. But I would say some- 
time during the latter part of September. Probably during Septem- 
ber some time. 

Mr. Roosevet. Of 1958 ? 

Mr. Corsus. Of 1958; yes, sir. 

Mr. Roosrvetr. And the price in Raleigh, N.C., went up at the same 
time, let’s say within a couple of months it went up. 

Mr. Corsus. That isright. In November; that is right. 

Mr. Roosevettr. But it went down again in June of 1959, and it 
hadn’t come down by September of 1959. And my inquiry is, When 
will it come down ? 

Mr. Corpus. In fairness, Mr. Chairman, don’t you think we should 
look at some of the other markets, too, to see what we did? 

Mr. Roosevett. Mr. Corbus, the point I have is that we have picked 
a couple of areas here which are not competitive, where the big chains 
have let’s say 60, 70, 80 percent of the volume, as against the areas 
where they don’ control anywhere near that figure. And I think 
they are going to be very interesting figures. 

Mr. MacInryre. Mr. Chairman, on that, I can refer, as Mr. Corbus 
started to suggest, to another mar ket, it is Birmingham, Ala. In that 
market four chains do not control approximately 90 percent of the 
food retail sales as they do in Raleigh, N.C. So at the end of August 
1959, A. & P. did drop the price on its A. & P. yellow cling peaches 
by 2 centsacan. 
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Mr. Corzsvs. According to this, it is in September. 

Mr. Macintyre. Well, the September month. But you don’t show 
a 31 cents price after August. 

Mr. Corsus. No. But we do show 29 in September. 

Mr. MacIntyre. But that is a more competitive market than 
taleigh, N.C., retailwise. And I would also call attention to the fact 
that for the Iona peaches of A. & P., the price was dropped at the end 
of July, all through the month of August, and through the month of 
September—in Birmingham, the price was down about 2 cents a can. 
In Raleigh, N.C., no change. That is where four chains have about 
90 percent of the food ret ailing. 

Mr. Avery. Mr. Counsel, for the record, could you suggest about 
what percent of the retail market the major chains do control in 
Birmingham ? 

Mr. MacIntyre. I don’t have the figure immediately before me, 
but I know it is far less than the Raleigh, N.C. , figure. 

Mr. Rooseveir. Well, we will make it specific. The committee does 
have it. And I will instruct counsel to put it in the record at this 
point—the exact figure. 

Mr. Avery. I think we really need that. 

(The information in the files were checked and found to show that 
four chains accounted for 65 percent of the sales in Birmingham, 
Ala.) 

Mr. MacInryre. Mr. Chairman, as Mr. Corbus suggested, there are 
other markets for which A. & P. did submit its retail prices. One of 
those, of course, is Bridgeport, Conn. It also was selected because 
according to the information we have, there is a high concentration 
in the sale of retail food there. The data A. & P. submitted shows 
that through July and August of 1958, its prices on the A. & P. brand 
was 29 cents a can. However, in September 1958 it raised that price 
to 3i cents a can. January 1, 1959, it raised that price to 33 cents a 
can. As of September 1959, it was still 33 cents a can. It had not 
been reduced in Bridgeport, Conn., where, of course, there is not a 
great deal of competition as in some other cities. 

Mr. Roosrvett. Counsel, I think for the sake of accuracy, if the 
committee has the percentage of competition at this point, after you 
dig it out of the committee files, it should be inserted, if my colleagues 
agree. 

“Mr. MacInryre. We will try to do that. Now, as Mr. Corbus has 
observed, there are more competitive markets in which, as in Bir- 
mingham, Ala., A. & P. did drop the price 1 or 2 cents per can on 
its peaches after August of this year, and in September of this year. 

(The files show four chains have 705 percent of sales in Bridgeport. 
Conn.) 


Mr. MacIntyre. I believe I have no further questions at this 
moment. 

Mr. Roosrveit. Mr. Corbus, may I say that it has been of interest 
to the committee that—of the various companies that submitted infor- 
mation as requested, and information was submitted uniformly from 
all companies, that your files and information submitted from the 
A. & P. were the only ones which contained directives to buyers regard- 
ing company policy on the acceptance of gratuities, and you have 











m 


be 





SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 941 


made it very clear that that is company policy, and I think you should 
be congratulated on the point ? 

Mr. Corsus. Thank you, sir. I have a real good boss. 

Mr. Roosrveitr. Now, there are in the committee files some selections 
which indicate that certainly your office is flooded with deals of various 
kinds from suppliers. I think you would probably agree with that; 
wouldn’t you 4 

Mr. Corsus. Yes, sir. 

Mr. Roosrvetr. The Real Gold Co. lemonade offer of 25 cents per 
case allowance, stipulation there is no performance required. The 
Contadina foods, 50 cents a case on tomatoes, no performance required. 
Star Kist Foods on tuna, $1 a case, no performance required. 

Now, aren’t these in actuality, therefore, subject at least to becoming 
price discounts as against actual 

Mr. Corsus. Mr. Chairman, we certainly consider them a price 
reduction, even though it is not referred to as a price reduction. 

Mr. Roosrve.r. 1 wonder if you would have any—lI don’t like to 
put labels on things—some people might call it a subterfuge—but in 
view of your frank statement, I wonder if you might suggest anything 
that might perhaps improve that situation somewhat, because obv1- 
ously in many instances, where these are available, theoretically, they 
are available to everybody throughout the country, all retail stores. 
But in actuality, I think you will have to agree they probably don’t 
become available. 

Mr. Corsus. Mr. Roosevelt, I think that perhaps one of the reasons 
that these various packers and suppliers don’t announced an outright 
price reduction is because they may have a price protection policy, 
and if they announced a price reduction, they would then have to go 
back, say 30 days, in which they have a uniform deal, and protect 
against merchandise that was in transit or had been shipped. And it 
may be to avoid that added expense that they 

Mr. Roosevetr. Then we have to go back and correct that situation, 
too, so that everybody would be treated uniformly. In other words, 
if they have that kind of an agreement, they are in essence also favor- 
ing the ones who have that, as against the other ones who don’t. 

Mr. Corsus. I would say this in all fairness to these packers, and so 
on. I honestly believe, like on the Hunt deals, and the Snider catsup, 
which absolutely drives us crazy just trying to keep up with them, 
I think that those are generally available to all of the customers within 
the particular territory affected. I honestly feel that they are living 
up to the letter of the law on that. And I do think that 

Mr. Roosrvetr. Except to this degree. Yes, their present customers. 
But a would be customer probably doesn’t get the information. 

Mr. Corsvs. I don’t know, sir. The only thing I can go by is what 
they tell me, and they do tell me they make them available generally. 

Mr. Roosevetr. So in general that is a situation which perhaps 
somebody ought to look into, to see if we cannot go back all through 
the ramifications of such things as a favored customer treatment pol- 
icy, if we can’t find some way to get rid of these things that are 
basically unhealthy. 

Mr. Corsvs. We would certainly rather have a straight price, what- 
ever that may be, rather than all of the deals that are offered. 
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Mr. Roosreve.t. I appreciate that, sir, and I appreciate your frank- 
ness. 

I have here a thing put out by Minute Maid Corp., which is along 
this general line : “Carload order of Minute Maid lemon products, buy- - 
ers will receive his choice of one of the following premiums: One, 
15 General Electric Coffee Makers. Two, 4 Admiral portable TV sets, 
10 inch, with antenna. Three, 2 Amana air conditioners, three- -quarter 
ton. Four, 170 sets of Martex bath towels. Five,6 Zenith transistors.” 

Washington, D.C., and Raleigh, N.C., where there were no changes 
made in the consumer level price at all, so there couldn’t be any in- 
crease in demand. And yet these growers are stuck with 25 percent 
lower prices. And I guess if they | just gave the peaches to the can- 
ners, they would still cost about 27 cents a can at the store. 

Yet, the growers come in here and make this statement: “We have 
been impressed by the tremendous competition by the various food 
directors. It is this keen competition that has forced already closing 
margins lower each year, and has brought to the American consumer 
low-cost food products.” 

And yet, we can’t prove that in the record of these prices. 

Now, my question is, Mr. Wilde—you are familiar with your com- 
pany’s financial position, and so forth, generally. Is Safeway making 
more money this year than they made 5 years ago? 

Mr. WiLbe. ta they are. They are getting up topar. They were 
way low on the totem pole there fora number of years. 

Mr. Brown. Every year there has been an increase, hasn’t there? 

Mr. Wipe. Beginning in the latter part of 1955, we have been 
improving our position, getting back to what should be normal. 


TROPICAL FRUIT PUNCH IN THE ATLANTA AND BIRMINGHAM AREA 


In order to balance out our inventories at our Ocala, Fla., plant, we have 
authorized our branch to offer several thousand cases of twelve 46-ounce 
tropical fruit punch on the basis of $2.75 per case, delivered in 34,500-pound 
truckload lots. 

We presently have a 25-cent per case promotional allowance on this size, 
and we are allowing an additional 65 cents per case to bring the price to $2.75 


net. The product normally sells for $3.65 f.o.b. cannery less lowest earload or 
truckload rate of freight. 

Now, I am looking at this from the point of view of the small busi- 
nessman. Theoretic ally, this is available and made available to you by 
letter from their San F rancisco office to you—although it theoret ically 
also is only available to the people in the Atlanta ‘and Birmingham 
area. Is that correct? 

Mr. Corsus. I don’t know. I think they said in the Miami plant— 
isn’t that correct ? 

Mr. Roosrvetr. Well, let’s see. They say in the Atlanta and Bir- 
mingham area. 

Mr. Corzsus. I see. I assume—— 

Mr. Roosrvett. Now, what is to stop you—if this becomes available 
to you—how do you assure that you use this material which is now 
offered to you in San Francisco—that you ship this only to your office 
in the Atlanta and Birmingham area? 

Mr. Cornus. All I can say is you will have to depend on the in- 
tegrity of the tea company that they will abide by the offerings in 
the areas in which they are to be confined. And I can assure you to 
my knowledge that is actually what we do. 
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Mr. Roosrveur. But now can you, in the records of your company, 
give me any evidence that what you purchased as a result of this offer 
was earmarked and then sent following that earmark to that area? 

Mr. Corpus. Mr. Roosevelt, I don’t know whether we purchased 
anything or not on that. My guess would be that we probably didn’t. 
But I will be very glad to search the records and see if we can get 
something and advise you. 

Mr. Roosevetr. The letter is dated June 25, 1959. It is signed for 
Libby, McNeill & Libby by H. R. Mathis, manager, pineapple prod- 
ucts division, and it was signed by a Mr. C. W. Dean. 

I think in all fairness—again, I am bringing up the fact of the 
problems that a small businessman must face in some other area, when 
he would run the risk that all he has to count on is your good faith in 
making sure that this offer is retained by you on California Street 
who are making the purchase, to make sure that it only gets to the 
Atlanta-Birmingham area, where other people theoretically will have 
it too. 

Mr. Corzsus. Yes. Apparently Libby offered it to their branch in 
that area. 

Mr. Roosevett. That is correct. However—well, I think I have 
made my point. 

Now, I have a telegram here addressed to you, which came from 
your files. I would liketoreadittoyou. [Reading:] 

Re your letter of June 16, subject Chicken of the Sea, Inc. Note 50 cents per 
case allowance not approved for Detroit. Would appreciate reconsideration as 
the 50 cents would be a billback, and would not be a price reduction Detroit. 
Could earn approximately $1,600 if approved. Please advise return wire. 

Signed, Byrp. 

Who is he? 

Mr. Corsus. He is director of purchases for the Detroit division. 

Mr. MacIntyre. Now, will you explain how the Chicken of the 
Sea—first of all, why was it not approved, and why does he say he 
could earn $1,600 if it became a billback ? 

Mr. Corpus. Apparently he figured—to explain how he could earn 
the $1,600, that he could move 3,200 cases. By way of explanation, 
the Detroit market has been a favorite benkeutoand for three of the 
national advertised brands of tuna, Star Kist, Breast of Chicken, 
and Chicken of the Sea. Talking about these deals just a few minutes 
ago, there are any number of them from time to time, and I think you 
find from going through our files, that were offered into the market. 

Now, as soon as one of the packers heard that so and so was doing 
this, they immediately met it, or else if they didn’t meet it, they in- 
stigated it. We think that is a sloppy way of doing business. It is 
not clean cut. And there was nothing wrong about taking that, and 
we finally did take it. I checked into the thing, obviously knowing I 
probably would be questioned on it. 

We accepted it on a billback basis when we had verification from 
the packer that it was available to everybody, and that it was offered 
generally in that market. 

~ Mr. Roosevett. And your verification that you received from the 
canners was received in what form ? 

Mr. Corsus. The form of letters. 

Mr. Roosevett. Could you submit in this instance 
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Mr. Corsus. I would be very glad to give you all the deals that 
were 

Mr. Roosevetr. I don’t want all of them. Let’s stick to this one— 
that you received verification from the canner this was available to 
everybody. That was Chicken of the Sea. Do you want to look 
at it? 

Mr. Corbus, how many suppliers do you deal with in a day? 

Mr. Corsus. Well, there are several ‘men who are with me in the 
office, and I try to delegate responsibility. I would say between tele- 
phone and personal visits to the office, perhaps 30, 35. I don’t know. 
I really don’t know. 

Mr. Roosrvetr. You don’t keep records normally of these discus- 
sions, glo you ? 

Mr. Corpus. No, sir. 

Mr. yma How do you keep track of them ? 

Mr. Corsus. Well, talking about these set-asides and reservations, 
we send a note to our 

Mr. Roosrvetr. Particularly on prices. How do you remember 
prices? Youdon’t keep any record of it? 

Mr. Corpus. Yes, the records are right on the cards from which we 
draw these shipping reports, sir. And on advertised brands, there 
are regular lists which are available and kept in the files. 

Mr. Roosrvettr. Well, that is when they have been completed. But 
when the fellow comes in and talks price to you and so forth, and you 
keep no record of it, how do you remember what he said ? 

Mr. Corsus. It is a strange thing—up until the last 6 weeks I have 
been able to pretty well keep the prices in mind of all the principal 
trading items. 

Mr. Roosrvett. Well, thank you, Mr. Corbus. I have no further 
questions. Mr. Steed ? 

Mr. Steep. No questions. 

Mr. Roosevett. Mr. Moore? 

Mr. Moore. Mr. Corbus, you do fall into the category as a “Cali- 
fornia Street” buyer ? 

Mr. Corsus. [assume so. I think it is a misnomer, but anyhow 

Mr. Moore. Do you maintain an office on California Street ? 

Mr. Cornus. No.2 Pine Street. [Laughter.] 

Mr. Moore. Well, you might be able to get to California Street 
without coming out of your own office I assume ? 

Mr. Corsus. Yes. 

Mr. Moore. Now, you partially answered this question, but I want 
to ask it: Do you, as the chief representative of your company, make 
the bookings during—the major bookings—during the packing sea- 
son, or is that delegated to other members of vour staff / 

Mr. Corpus. No, sir; the principal canned fruits and vegetables, I 
handle myself the reservations—that is, as contrasted to booking. 

Mr. Moore. How long have you occupied this position ? 

Mr. Corpus. Since 1942. 

Mr. Moore. In San Francisco, Calif. ? 

Mr. Corpus. Yes, sir. 

Mr. Roosrtvetr. This was the kind of the job the gentleman referred 
tothe otherday. Itis ofa fairly permanent nature. 




















SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 945 


Mr. Moore. I would simply say this on the basis of the testimony. 
The indication I gather there and from him is that the gentleman 
apparently knows his business. I hope he is there for another 17 
years. It would seem he will be, according to precedent. 

Now, we are here as a committee, which is confirmed by our num- 
erous press releases, to investigate charges that the large chainstores 
are dealing in unfair practices in their buying of various products 
which is injurious to the small businessman, whether he be a grower, 
canner, or whatever it is. But basically—and also that those prac- 
tices indulged in are injurious right on up the line to the ultimate 
consumer. 

Now, what are your buying practices, generally, during a pack time? 
Now, you follow through for this committee the manner in which 
you are going to handle the business of your company for this coming 
pack. Let’s take cling peaches. 

Mr. Corsvs. All right, sir. 

You are talking about the 1960 pack. The 1959 pack is over. What 
do I do come, let’s say, next May 1960, because at that time—— 

Mr. Moore. May I make one suggestion. Don’t change anything 
as a result of this committee hearing that you did in 1959 as to what 
you might do in 1960. 

Mr. Corsus. Lassure you I won't. 

Of course, I don’t have anything to hide in any of these matters. 
In May of 1960, selecting cling peaches as the biggest item produced. 
The Canners League would have put out pack figures, carryover 
figures, so that we would have a very good idea, as everybody in the 
industry would have, of the available supply there. We would make 
a guess or an estimate of the carryover, as of June 1. We would then 
study the field reports that our own men pick up, which are constantly 
in the field—reports submitted by canners, generally available to the 
trade, by growers, and by the Department of Agriculture as to the 
prospective crop. 

We would also consider whether or not there would be a marketing 
program, such as we had 12 percent this last year. That might vary, 
depending upon the crop and the available supply. 

I would then have a pretty good idea of whether the current market, 
in May and June, was correctly—I mean priced in relation to supply 
or not. 

All right. In conjunction, I am talking with the canners, my sup- 
pliers, all during this period, to get their ideas and what they think, 
and what their position is, and so on. 

Let’s assume that we have a pretty good history with these various 
packers as to how much we buy from them. We know pretty well if 
we buy 100,000 cases, we probably are going to buy around 100,000 
cases from them this coming year. So I would talk with the packer. 
It might be before the actual canning season, or it might be when 
the canning season started. OK, let’s set aside 100,000 cases based 
upon our history. We think that we will use so many A. & P., so 
many Iona, and then break it down. We have nine sizes of peaches 
under our own brand. So we break it down into nine sizes. We try 
to give that canner an idea of what he could expect to possibly dispose 
of through us. And also, from our past shipping records, we know 
pretty much how many 8-ounce and how many 303 and how many 
214 we would need. 
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Then we would make this set-aside with the canner. And there 
would not necessarily be any price, but we would have a pretty good 
idea of whether the market was right, or too high, in relation to the 
prospective pack. And we would vary—probably vary the quantity 
that we think we could use. And if we were being honest with that 
canner to say: “If the price is going to be higher, we will use less; 
if it is going to be lower, we may use more.” I don’t know. I mean 
that is what actually transpires. 

I think it has to he mutually beneficial or it is no good. It has got 
to work for the canner, because if it is not working for the canner, 
he isn’t going to do that again. Nor are we. If we find the canner 
doesn’t pack the proper quality, doesn’t make his deliveries, we can- 
not consider him as a responsible source of supply. And we begin 
to look for other sources. But fortunately, through the years of ex- 
perience, we have found out pretty well most of these canners—and 
I say that advisedly—most of these canners in California are respon- 
sible people, and they are really trying to doa job. 

Mr. Roosevett. Mr. Corbus, in your thinking through this, you 
have not mentioned—you have mentioned the effect on a mutual basis 
between yourself and the canner. I have not heard you say a word 
about the farmer, the grower, the fellow who is on the other end 
of the line. 

Mr. Corsvs. That is true. 

Mr. Roosevett. Do you ever think about him ? 

Mr. Corpus. Yes, definitely—I mean for this reason. In other 
words, we are interested in having healthy growers and healthy can- 
ners for the simple reason that if you don’t have healthy growers, for 
example, you are going to get poor fruit that is not properly cannable. 
And he has got to make a reasonable profit or else he is not going 
to put in the new equipment; he is not going to supply, not going to 
fertilize—so that you get the properly matured fruit. 

Mr. Roosevett. Would you be bothered if it became evident that 
50 percent of the growers, as was testified, couldn’t make a profit on 
the thing, and the other 50 percent could, and, therefore, you were 
having fewer and fewer of these people? It really won’t affect you 
too badly. You wouldn’t care, would you, whether it ended up in 
there only being this top 50 percent ? 

Mr. Corsus. I think it would. I mean I am a great believer in com- 
petition, too. 

Mr. Roosrvett. In other words, you think there does come a danger 
point where a monopoly situation would not be healthy. 

Mr. Corsvs. I certainly subscribe to the fact that monopoly—I am 
certainly not for monopoly. Like the fellow who is not for crime. 

Mr. Roosrvett. Thank you. 

Mr. Moorg. Since you have come into this position, this lifetime 
position, how many packers have you dealt with? Now, this is not 
going to be a great staggering figure, I don’t think. But how many 
packers have you dealt with over that period of time, fairly con- 
sistent ? 

Mr. Corsus. On peaches? 

Mr. Moore. Yes. 

Mr. Corpus. I would say perhaps 20 to 25—sometimes more. Some- 
times less. 
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Mr. Moore. Are you now in your buying practices buying from 
individuals that you dealt with when you came into the business? 

Mr. Corzsus. Back since 1934, the same ones. 

Mr. Moore. Is this relationship between the buyer and the packer 
or the canner one which—as it develops over the years, in your par- 
ticular arrangement—a close relationship ? 

Mr. Corsus. Yes; it is. I mean I think over the years—maybe it is 
human nature. There are certain people to whom you gravitate, they 
trust you, you trust them. 

Mr. Moore. You deal with them on a first-name basis ? 

Mr. Corzsus. That is correct. 

Mr. Moore. During that period of time have you ever had any of 
your canners in trouble, that you can recall ? 

Mr. Corpus. Oh, yes—where they have had surpluses. 

Mr. Moorr. And have you in certain instances perhaps—I am only 
trying to find out herein you ever said “Well, we need peaches. 
Frank looks like he has an oversupply of peaches. I would sort of like 
to help Frank out. Frank, what are the peaches worth?” Has that 
ever happened ? 

Mr. Corsvs. That has happened many times, on a multitude of 
items. And it isa company policy, in fact, where we try, when we are 
able, to promote the sale of surplus items. Almonds is a good example 
this year. We have got the biggest almond crop the State ever had— 
about 80 million pounds, and the normal crop is say 35 million pounds. 
So we are doing everything we can to promote the sale of almonds. 
We don’t want to have those growers take any more of a beating than 
necessary, because we are going to need them next year. 

Mr. Moore, that is true of individual packers, too, we attempt to— 
we think that is the right thing to do. 

Mr. Moore. Now, how many times since you have been in the market 
out here have situations occurred where during the pack you have 
been able to meet all your requirements—all the factors in the market 
are on the plus side, and you have not dealt immediately with the 
packers—you have waited until the market adjusts one way or the 
other, even though this is the pack time. How many times has this 
happened ? 

Mr. Corsus. I am not just sure I know what you are getting at. 

Mr. Moore. How many times has a buyer’s market occurred out 
here, considering all of the factors that must go into place in order to 
create that condition. 

Mr. Corsus. Well, I would say not too often. But I would want to 
think through by items. 

Mr. Moore. Let’s go into peaches—or stay in peaches. 

Mr. Corpus. Well, you certainly had a surplus condition this year. 

Mr. Moorr. Let me ask you this question. In the 17 years you have 
been in this position, have you ordinarily operated in a buyer’s mar- 
ket or is that an exception ? 

Mr. Corsus. I got my real baptism during World War I in scram- 
bling for merchandise. And then you had 4 or 5 good years, I mean so 
far as profits were concerned—of course, the excess profits took care 
of that—but anyhow, they had profitable years. Then between World 
War IT and the Korean war there was a readjustment. The Korean 
war came along and straightened things out in good order. And then 
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the canners really have not done too badly until I think the 1958 year 
was not a particularly good year for them. 

Mr. Moore. Would you give me the benefit of why you feel it was 
abad year? Can you point to any specific reason ? 

Mr. Corsvus. The only thing I can think of is that possibly generally 
business wasn’t too good in 1958. 

Mr. Moore. Now, do you have an occasion as a buyer to deal directly 
with the growers or producers ? 

Mr. Corzsus. No; I do not. 

Mr. Moore. You do not go down to that level at all? 

Mr. Corpus. No, other than in going to the orchards and so forth 
just for observation. But I don’t deal with them directly. 

Mr. Moore. Let me ask you a question. You are a professional in 
this business. 

What are we talking about when we make a statement that charges 
have been made that large food store chains have engaged in unfair 
practices which have resulted in injuring small canners and so on 
down the line? What are we talking about? You know what these 
unfair practices are. What are they? 

Mr. Corsus. Well, I can only speak for myself. 

, Mr. Moore. That is the only area that you are held accountable 
or. 

Mr. Corsvs. In all honesty, I don’t believe that we participate in 
unfair trade practices. 

In other words, the company policy has certainly told us to try 
and deal fairly, to deal at arms length—I mean not to be a softy on 
the thing. But to deal fairly, and to get a legitimate price that is legal 
as far as you can determine, but is competitive. Because this is a 
real competitive business. 

Now, may I explain this, too. If a buyer, over a period of years, 
it can be pretty well shown that he is either respected or not respected 
by the suppliers, and that is determined by how he treats them— 
whether he is honest, and doesn’t lie to them, and he really is con- 
scientiously trying to confer with them and negotiate and be helpful. 

Now, I don’t say we are Boy Scouts, believe me. But at least that 
. what we try to do. Now, whether we are successful or not, I don’t 

now. 

I am sure that there is not a person in the food business that can’t 
be picked up on some technicality. Iam not talking about that. But 
I know this. We certainly make every effort to try and abide by the 
law. We have been through the ropes. The company is very explicit 
on making every attempt to comply with the law in letter and spirit. 
I don’t know whether our records have shown that. But at least that 
is what we are making every effort to do. And I think that involves 
our treatment of suppliers. We have got to have healthy suppliers. 

Mr. Roosrvett. Mr. Corbus—if the gentleman would yield—I won't 
like to leave the impression in any way that we think you have either 
conscientiously violated the law, either in spirit or in fact. I think 
the problem here—and I don’t see how you could honestly answer it. 
You believe what you do is right, and you do it in all honesty. And 
at the moment it may not violate the law—either in spirit or in fact. 
What, of course, in my opinion, the committee is trying to do is dis- 
cover whether because of size or the buying advantage you have be- 








SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 949 


cause of that size, you achieve an unbalanced condition in the economy, 
which results in other people not having a fair competitive position. 
And I would not like, and I don’t think Mr. Moore meant in any way 
to leave the impression that the committee as such is saying that you 
are conscientiously doing any of these things. We are out to see 
whether these things do actually exist. And you have frankly, and 
I have much appreciated, brought out that there are certain problems 
with relationship to so-called promotional discounts, which might have 

effects, that it is not your problem, but it is our problem to find out— 
these are things you do have properly, across the board, open and 
aboveboard. And they possibly have certain effects. And you were 
very honest about it this morning. So I hope you will not gather the 
impression at all that the committee is leaving that i impression. 

Mr. Moorr. One other thing I want to ask you is this: As far as 
what prices may be on the shelf in any A. & P. store in the country, 
it is in no way a responsibility or problem of yours; is that correct ? 

Mr. Cornus. That is correct. That is handled 3 our sales depart- 
ment. I have no connection with that whatsoever 

Mr. Moore. And the information you have given us is something you 
have just simply requested of others to fur nish vou, and it 1s now in our 
files as a direct result of our request for that information. 

Mr. Corsvs. That is correct, sir. 

Mr. Moorr. Would it be fair to say that during the period of a 
normal year—it might not be fair to call them pressures or economic 
influences; I assume the air conditioners at a time in California would 
be an economic influence—that you have more propositions, pushed, 
exerted, shoved under your nose, to entice, coerce, influence you in 
buying from X canner? 

Mr. Cornus. I would imagine that well be the case. 

Mr. Moore. I have no further questions. 

Mr. Roosrvert. Mr. Brown ? 

Mr. Brown. Mr. Corbus, I appreciate very much your very direct 
answers to the committee. These are most helpful to me. 

Let me ask you three direct questions. 

In the last 2 years have you been offered by any supplier any 
so-called damaged-goods allowance that was in reality a gimmick to 
cut the price to you? 

Mr. Corsus. No, sir; I have not, Mr. Brown 

Mr. Brown. In other words, the damaged goods or the swell allow- 
ance you feel has been consistent by every supplier, as just to cover 
that? 

Mr. Corsvs. Just to cover that; that is correct. 

Mr. Rooseveit. Have you at any time asked for it ? 

Mr. Corpus. No, sir. 

Mr. Brown. In the past 2 years, have you charged or received pay- 
ment from any supplier for preferred display space on advertised 
brands in any of your stores? 

Mr. Corsvs. Not on any items I have anything to do with, sir, and 
to my knowledge; no. 

Mr. Brown. Do you handle the Del Monte brand ? 

Mr. Corpus. Yes, sir. 

Mr. Brown. You handle most of the advertised brands in the fruit 
and vegetable field ? 
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Mr. Corsvs. I believe most all of them—Dole, Libby, Hunt, and 
Del Monte. 

Mr. Brown. You have not received an allowance or payment from 
any supplier for display space ? 

Mr. Corsus. No, sir. 

Mr. Brown. In the past 2 years have you received an advertising 
allowance on any product that was in reality, in your opinion, a price 
reduction in addition to an advertising allowance ? 

Mr. Cornus. Would you please repeat that, sir ? 

Mr. Brown. In the past 2 years have you received an advertising 
allowance that was in reality a price reduction as well as an adver- 
tising allowance, or in addition to it? 

Mr. Roosrvett. I think I will have to say to that question, I think 
you have already answered that question, that in many instances these 
advertising allowances, where no performance is required, the wit- 
ness has already testified that they are in actuality price reductions. 

Mr. Brown. Yes, but I want to know if there are any special ones, 
that is, a pretty good gimmick that can be used from time to time, isn’t 
it, Mr. Corbus ? 

Mr. Corsus. Well, I don’t recall specifically. I am not trying to 
be evasive. I just don’t recall, because we have so many of them over 
the year—so many different kinds. I don’t recall. I will be very glad 
to look through my records and see if I can find any. 

Mr. Brown. But you don’t recall any deals such as one witness 
mentioned yesterday of so much a month being offered to you for 
advertising. 

Mr. Corsus. If you are referring to that, Mr. Brown, absolutely 
not. In that connection, I would like to make a statement—just very 
briefly. 

In regard to some allegations made yesterday that the tea com- 
pany did just such a thing as Mr. Brown is talking about with the 
Aron Canning Co., my experience certainly did not parallel that 
related by the witness. 

We purchased small quantities of tomato paste under their brand. 
And I looked it up in the office last night. In 1953 we purchased 250 
cases. In 1954, 5,100 cases. In 1955, 7,600 cases. And in 1956 I think 
it was 150 cases—at which time they went out of business. So at least 
our business with him was on the increase until he went out of busi- 
ness. And, furthermore, we just purchase at his price with no deals 
of any kind. 

Mr. Brown. Thank you, Mr. Chairman. 

Mr. Roosrvetr. Mr. Avery ? 

Mr. Avery. In the early part of your testimony, you defined your 
interpretation of the word “booking” in your particular operation, and 
then you went into some length about the way you would handle 
your peach negotiations. You never approached the point where 
you would employ any booking as you defined it. When would that 
arrangement enter into your operation ? 

Mr. Corsvus. If, for example, we were buying some frozen spinach— 
you have the charts on that. Now, that is a firm booking, a commit- 
ment, because they have to label that as it is packed. We book it with 
the definite understanding that we own the merchandise, but we will 
ship it monthly, or whatever the arrangements may be, at whatever 
the market is. But we make the firm commitment to take the quantity. 
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Mr. Avery. I understand. But why are selected commodities han- 
dled under booking and others under reservation ? 

Mr, Corzus. In the case of cling peaches, for example, they don’t 
need to be labeled when they are packed. Frozen spinach has to be 
labeled when it is packed. It is too expensive otherwise. Catsup is 
packed to our formula. We make a firm booking on that. 

Mr. Avery. I am sure that you are familiar with the clippings that 
were inserted into the record from the California Fruit News, inserted 
in the record on Monday. Allegedly the articles were written by Mr. 
Robert Couchman, who is publisher of the California Fruit News. 
We don’t seem to have those here on the committee table today, but 
Iam sure, as I said, that you are familiar with them. 

Would you have any idea as to what Mr. Couchman would be allud- 
ing to in the allegations that he made, without any direct quotations 
or without any direct examples in the articles ? 

Mr. Corsus. Well, I don’t know. When I read them I was cer- 
tainly disturbed. It certainly doesn’t tie in with my understandin 
of it. It is just completely foreign to our method of thinking an 
contrary to our way of doing business. 

Mr. Seats: Well, it seems to me we are getting right down to the 
erux of the whole hearing at this point—as our chairman so very 
well stated the first day—that not necessarily on the allegations made 
in that article, but that is about the only thing I have been able to find 
in writing from any responsible source at all that has brought forth 
these charges. 

Now, we have heard from the producers, we have heard from the 
canners, and now we are starting to hear from representatives of the 
purchasing agents for the buying distributors. 

So it seems to me pretty soon that we ought to be able to identify 
exactly what Mr. Couchman was alluding to in his articles, or else he 
ought to come and tell us to what he was alluding. And I shall pro- 
pound the same question to the succeeding witnesses, to see if we can- 
not identify any irregular, unethical, or illegal, if you please, business 
practices in the industry. 

That is all, Mr. Chairman. 

Mr. Sreep. I have a couple of questions, Mr. Chairman. 

Does your company have any deals with any packers for any items 
where you take the entire output of the plant, an exclusive deal witb 
them to supply you? 

Mr. Corsus. So far as my operation here is concerned, no. 

Mr. Steep. Do you have any program by which you, through loans 
or advances or otherwise, help a packer through the season? Do you 
have any arrangement of that sort whataewet 

Mr. Corsvus. No, sir. 

Mr. Roosrvetr. Mr. MacIntyre? 

Mr. MacIntyre. Mr. Chairman, I would like to offer for inclusion 
in the printed appendix to the record the few pieces of correspondence 
taken from Mr. Corbus’ files, and about which Mr. Yerby, of the Cali- 
fornia Packing Corp., was questioned on Monday evening—some half 
dozen pieces of correspondence dealing with special allowances, and 
special prices. The record shows what documents were being referred 
to in connection with the questions asked Mr. Yerby and his replies. 
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Mr. Roosevetr. Subject to the same limitations discussed previ- 
ously, it will be so included. 

(The documents referred to will be found in the appendix to the 
record. 

Mr. baat Mr. Corbus, we want to thank you very much for 
your cooperation and help to the committee, and at this time you will 
stand relieved of the subpena. 

Mr. Corsus. Thank you very much, sir. 

Mr. Roosever. It now being a quarter to 1, we will start after 
lunch, and the committee will reconvene at 2 p.m., with representa- 
tives of Safeway. 

The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:45 p.m., the committee recessed, to reconvene 
at 2 p.m., the same day.) 

AFTERNOON SESSION 


Mr. Roosrvett. The committee will be in order, please. 

The committee will now hear from the representatives of Safeway— 
Mr. Morrison, Mr. Rupert, Mr. Smith. Which one of you gentlemen 
will introduce the rest of the gentlemen ? 

Mr. Witpr. My name is Drummond Wilde. I am appearing here 
as general counsel for Safeway Stores, Inc. I have here in front 
of me, on my right, Mr. A. S. Rupert, the manager of our Regent 
Food Co., otherwise known as our canned and dried foods depart- 
ment. Ihave here on my left Mr. Gordon Shellberg, who is in charge 
of the canned vegetables section of Regent Food Co. 

Mr. Roosrvert. I believe, Mr. Shellberg, you are down in Los An- 
geles, are you not? 

Mr. Witpe. Mr. Shellberg is in San Francisco, Mr. Chairman. I 
might add that he was not asked to appear at this hearing. I spoke 
to Mr. MacIntyre this morning and explained to him that, in view 
of some of the testimony given yesterday by Mr. Max Rosenthal, we 
would like very much to have the opportunity to have Mr. Shellberg 
appear voluntarily, and subject himself to examination. And Mr. 
MacIntyre was very kind in accepting that request. 

Here is Mr. Sterling Smith, who is in charge of the canned fruits 
section of Regent Food Co. Directly opposite me is Robert J. Van 
Gemert, who is a member of our legal department in Oakland. And 
sitting in front, on the left, is Mr. J. E. Morrison, who is in charge 
of the promotion allowance section of our central advertising depart- 
ment at Oakland. 

If I may make a few remarks, Mr. Chairman, I would like the oppor- 
tunity todo so. I think it would expedite matters if I might. 

Mr. Roosrvett. Now, Counsel, are they remarks in the form of 
information to be provided for the committee, in which case of course 
I shall have to swear you along with everybody else. 

Mr. Wipe. I will be glad to be sworn in at any time. It will be the 
same whether I am under oath or otherwise. 

Mr. Roosevetr. If you gentlemen all stand, I will do it in one. 

Gentlemen, do you solemnly swear that the testimony you may give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Wipe. I do. 
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Mr. Rurerr. Ido. 

Mr. SHE.Lipera. I do. 

Mr. Smirn. I do. 

Mr. Van Gemert. I do. 

Mr. Roosrvetr. Mr. Wilde, you may proceed. 


TESTIMONY OF DRUMMOND WILDE, SECRETARY AND GENERAL 
COUNSEL, SAFEWAY STORES, INC., OAKLAND, CALIF.; A. S. 
RUPERT, MANAGER, REGENT FOOD CO.; GORDON SHELLBERG, IN 
CHARGE OF CANNED VEGETABLE SECTION, REGENT FOOD C0.; 
STERLING SMITH, IN CHARGE OF CANNED FRUITS SECTION, 
REGENT FOOD C0.; AND ROBERT J. VAN GEMERT, ATTORNEY, 
LEGAL DEPARTMENT, SAFEWAY STORES, INC. 


Mr. Wiper. Thank you, sir. 

Mr. Moore. Mr. Counsel, may I direct a question before you proceed. 

Mr. Witpe. You certainly may. 

Mr. Moore. I have learned that I should beware in court of the 
opposing counsel that came in with nothing but a pencil and a legal 
pad, because he was pretty certain about his case—that I would prob- 
ably have a field day with the counsel that surrounded himself by a 
great number of books, a great number of advisers, that his case was a 
little shaky. [Laughter.| Now, does that apply to your situation ? 

Mr. Wixpr. No; I am sorry if we created that impression. I might 
explain to you, Mr. Moore, that three employees of the company were 
subpenaed to appear here. And we have copies of documents that 
Mr. Van Gemert has, and we asked for Mr. Shellberg to be given an 
audience. I don’t want to try to build up a production here, from a 
visual standpoint. There is nosuch intention. 

I might explain that there are several members of the subcommittee 
that were not present at the October hearings. Mr. Morrison, who 
is in charge of the promotion allowance section of our central adver- 
tising department in Oakland is responsible for the receipt, review, 
and processing of offers that are received from suppliers that involve 
advertising or display allowances, and the dissemination of that in- 
formation to our retail operators. 

In the case of these three gentlemen who are here from Regent—Mr. 
Rupert, Mr. Shellberg, and Mr. Smith—I might explain that Regent 
Food Co. is simply a trade name used by Safeway to identify its canned 
and dried food department, and that department is primarily engaged 
in the procurement of private labels of the items that are under dis- 
cussion at this particular hearing. 

There is one other point I like to mention, if I may, and that is 
there has been some general discussion in the course of these hearings 
about promotional allowances. And we have roughly three categories 
in that general term. We have advertising allowances that require 
the use of media—some form of media for performance. We have 
display allowances, which require some form of display performance. 
And then we have what may be generally called simply promotional 
allowances that do not require any performance, and that are more 
in the nature of price reductions, as far as the cost of merchandise. 
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That is all I have to say, and I thank you very kindly, Mr. Chair- 
man, for the opportunity. 

Mr. Roosevett. Counsel, as long as you have gone a little bit into 
the organization setup, would you care also to describe the manner in 
which Safeway operates? Do you buy here for all of the different di- 
visions zones, and take orders here and centrally buy from here? 

Mr. Witpe. Only on the private label items handled by the Regent 
Food Co., and as I recall, they comprise most of those items in the 
private label category, although there are some that are outside that. 

Mr. Roosevett. What percentage of those requirements are bought 
by Regents as against other buyers that you may have in other areas? 

Mr. Wipe. I don’t know the percentage, Mr. Chairman. It would 
be relatively small percentage of the total. We are talking about pri- 
marily canned fruit and vegetable products. 

Mr. Roosgevetr. Yes, primarily canned things. 

Mr. Wipe. It would be very, very small in comparison to our total 
volume. 

Mr. Roosrvetr. My point is, does the Regent Co. buy the largest 
majority of your canned requirements for the Safeway chain? 

Mr. Wiupe. Just private labels—on these merchandise categories 
that we have. 

Mr. Roosrvett. Who buys them for the so-called advertised labels? 
For your nonprivate labels ? 

Mr. Wiipe. They are bought locally. It is decentralized. 

Mr. Roosevetr. By the individual division or zone or store? 

Mr. Witpr. That is correct. The retail operating division or zones. 
That is all decentralized. That was explained in the letter submitted 
to the subcommittee in August or September, in which we gave you a 
general explanation of our buying organization. 

Mr. Roosevett. I am not sure all the members of the committee have 
seen that, so I wanted to bring that out also. 

Allright, sir. Ithink that does it. 

Mr. MacIntyre, do you want to proceed ? 

Mr. MacIntyre. I would like to ask a few questions, if I may, Mr. 
Chairman. 

Mr. Rupert, you are engaged, as Mr. Wilde has observed, in the 
purchasing of private label canned fruits and vegetables for Safeway 
through the operations of the so-called Regent Food Co. ? 

Mr. Rupert. Yes, I manage the Regent Food Co. operations. 

Mr. MacIntyre. From how many canners do you purchase? Or 
did you in the last 12 months? 

Mr. Rupert. Well, we made a recent review, I think it was in Sep- 
tember, and my recollection is that it was in the neighborhood of 300. 

Mr. MacIntyre. And your sole function is to purchase under the 
private labels of Safeway ? 

Mr. Rurert. Correct. 

Mr. MacIntyre. You don’t seek advertising and promotional 
allowances in that connection ? 

Mr. Rupert. My previous testimony at the hearing in October—in- 
dicated that we did. I was a little nervous, I guess, and didn’t under- 
stand the question maybe. But I just don’t know what you mean by 
that—by seeking. Do you mean 
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Mr. MacIntyre. Negotiating with the seller to secure from him on 
behalf of your company an advertising, promotional, or display al- 
lowance in connection with the merchandise you purchase. 

Mr. Rupert. No, we do not. , 

Mr. MacIntyre. That is a function performed by Mr. Morrison, 
isn’t it? 

Mr. Morrison. We receive from suppliers, such as for example—the 
Del Monte label was mentioned this morning—from California Pack- 
ing Corp. we receive offers on their products, and we review them for 
completeness, for clarity, and then we submit them to our legal depart- 
ment for clearance. After clearance we announce terms and avail- 
ability to our operating divisions and zones. 

Mr. MacInryre. So you negotiate for advertising, display, and 
promotional allowances? 

Mr. Morrison. If you define negotiate as receiving these offers, and 
attempting to clarify anything that is not clear in the offers, then we 
do that. But we don’t try to get any special allowance that is not 
offered to other people. 

Mr. MacIntyre. You want to get as much as offered to anyone else? 

Mr. Morrison. We try to find out, when the offer comes in—we find 
out whether it is made on the same basis to everybody. 

Mr. MacIntyre. Well, you want the seller to meet competition in 
giving to you what he has given to other customers in that regard, 
and that is what you seek, is it not? 

Mr. Morrison. I wouldn’t say that we seek allowances. These come 
to us voluntarily on the part of the supplier. We don’t send out letters 
of solicitation. We don’t call suppliers to ask them if they have these 
allowances, or if they will make an allowance. 

Mr. MacIntyre. You just simply open the mail over at Oakland 
to see what’s in it? 

Mr. Morrison. We open the mail, and we talk to people who come 
in. Some of them bring the offers in personally. Some telephone us. 

Mr. MacIntyre. Did you ever write them inquiring what they have 
in the way of advertising, promotional, display allowances ? 

Mr. Morrison. No, sir. I would say we do not. We do inquire this 
way. If an allowance offer has, for example, been cleared for one of 
our divisions (was made to the division—the division sent it to our 
legal department for clearance, it has been cleared by them) we get 
a copy of that offer. And if we think it might possibly be applicable 
in other areas were we operate, to that vendor’s customers in the other 
areas, we ask them if they are making the offer available in those other 
areas. But we do not solicit. 

Mr. MacIntyre. You take what comes your way ? 

Mr. Morrison. Yes, sir. 

Mr. MacIntyre. Now, I would like to ask Mr. Rupert about his 
purchases of yellow cling peaches during 1959. 

You purchased peaches during that period of time under Safeway 
labels, ‘Town House, Highway, and Sun Down, did you not? 

Mr. Rupert. I might state, Mr. Chairman, that I do not do any 
purchasing. That is not a part of my job. We have buyers that are 
responsible for the procurement of these various commodities. So 
that actually I did not do any actual purchasing. 

Mr. MacInryre. You have nothing to do with making arrange- 
ments for purchasing those three brands of peaches ? 
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Mr. Rupert. I do not. 

Mr. MacIntyre. Who did? 

Mr. Rupert. Sterling Smith. He handles our canned fruits and 
fruit juices and so on. 

Mr. MacIntyre. Then I would like to direct my question to him. 

Mr. Roosrvetr. May I intervene for half a minute? 

Am I correct in my understanding of your previous answers that 
you have nothing to do with promotional allowances or discounts of 
any kind? They are all handled by Mr. Morrison, is that correct ? 

Mr. Rurerr. Mr. MacIntyre asked, I think the question if I seek 
them. 

Mr. Roosrverr. And your answer was you do not seek any ? 

Mr. Rupert. That is right. 

Mr. Rooseverr. And if they are either sought or handled—and I 
think Mr. Morrison said he didn’t seek any either. They just came in. 

Mr. Morrison. That is right, sir. 

Mr. Roosrverr. May I refer you to a memorandum entitled “Daily 
Long Distance Telephone Report,” by Mr. Smith. I believe, Mr. 
Smith, you are a buyer, are you not ¢ 

Mr. Smiru. Yes, sir. 

Mr. Roosrvetr. You are not under Mr. Morrison ? 

Mr. Smiru. No, I am under Mr. Rupert. 

Mr. Roosrvett. Well, then, how do you explain that you listed here 
as the subject matter of your call to Gordon Franklin, of Ehmann 
Olive Co., under the heading “Necessity for Using Telephone,” you 
wrote “to discuss at length application of discounts.” 

Mr. Smirn. They are one of our olive suppliers. And the olive 
market—the method of the olive packers in quoting their prices in- 
cludes what the olive packers refer to as promotional allowances. 
These are not strictly promotional allowances in the sense that they 
are actually part of the price. And this was the time when all the 
olive packers were changing their prices. I called Mr. Franklin to de- 
termine what they were doing. As an example, when they price, they 
will show $4.51 per doen or per case, on an item, and then they will 
say less 5 percent promotional allowance. At that time his promo- 
tional allowance was changing. The amount of the allowance is the 
way the olive canners change their prices. It is right on their price 
lists—some of them. 

Mr. Roosevet. So when the discounts have to do with actual price, 
they docome under your jurisdiction ¢ 

Mr. Smiru. Yes, sir; when it is part of the price, I discuss the 
matter with the packers. 

Mr. Roosrvert. Well, that is quite at variance with my original 
understanding. I think we were led to believe in the beginning that 
all matters of discounts or promotional or advertising or otherwise, do 
not come within the purview of the buyer. Now, you have told us 
that where they are in essence actually directly a gimmick to have 
something to do with the actual price, you do label it. 

Mr. Smitu. Well, the olive packers quote their prices and include 
this as part of their price quotation. Right on it is the statement 
“Promotional allowance.” Now, actually in our records, if you 
match them up against the packers quotations, we don’t include that 
as a promotional allowance. We drop our price to the figure, and get 
the price on our records right from the start. Our orders will show 
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it that way—that this is part of the price. Now, this promotional 
allowance has changed recently. So I was trying to determine, in 
discussing that with the packer, what his price was—in actual effect, 
what he was quoting. 

Mr. Roosrvetr. But you noted you intended to discuss it with him 
at length. This was no casual remark. 

Mr. Smiru. There are up to 30 items offered by these olive canners, 
and it is at length, believe me, when you have to sit down and discuss 
what they are doing on each of their items, and what the prices are 
going to be. 

Mr. Roosevetr. I don’t doubt it at all. I just want to make clear 
to the commitee that when there is a promotional or other allowance 
that directly comes into the price picture, so that you can for your 
bookkeeping purposes just put it on the price, it is not just left to 
Mr. Morrison here. It does come under the buyer’s purview, very 
directly. 

Mr. Wipe. Mr. Chairman, may I say a word? 

Mr. Morrison’s duties on ‘advertising and display allowances are 
confined, as I understand, almost exclusively to outside brands of 
merchandise, the nationally advertised brands, and so forth, as dis- 
tinguished from private label merchandise. 

Mr. Roosrverr. Thank you for that clarification. That was also 
not made clear to the committee. 

Mr. Wipe. It was mentioned at another hearing, I believe, Mr. 
Chairman. I overlooked mentioning it here today. 

Mr. Roosevetr. Thank you. I think that does somewhat clarify it 
for the members of the committee. 

Mr. Morrison—you were—you are with Regent? 

Mr. Morrison. No, sir; I am with the central adv ertising depar- 
ment. And a point I wanted to make here is that “promotional al- 
lowances” is a term that is used very loosely in the trade. It is used 
to cover everything. They might ‘be referring to a temporary off 
invoice promotion, so much off the price, or they 1 might be referring to 
an allowance offer which requires advertising or display performance 
in order to qualify for the allowance. But it isa very loosely used 
term throughout the entire trade. 

Mr. Roosevett. I think that is quite correct. 

Mr. Morrison. I thought I should say that, because you will find it 
cropping up. 

Mr. Roosrvetr. Yes, sir. 

Mr. MacInryre. Mr. Morrison, since you are defining these terms, 
would you define the display allowance? What does that apply to? 

Mr. Morrison. Well, normally, sir, that applies to an ania 
which is offered by a supplier for specific display services. 

Mr. MacInryre. What are they? 

Mr. Morrison. The requirements vary of course by supplier, and 
by the specific offer. There might be a requirement to erect a five- 

case display, for example, of a pr ‘oduct for a week. 

Mr. MacIntyre. A five-case display. 

Mr. Morrison. That is right. 

Mr. MacInryre. At the end of a counter or something? 

Mr. Morrison. They usually specify—separate from the shelf—or a 
total of five cases, whatever the amount may be, to satisfy the display 
requirement. 
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Mr. MacIntyre. Well, let us apply that to a store-opening display. 
And suppose that Safeway had sien up with a supplier because it was 
going to stock this particular item, it wanted one of your expert dis- 
play men to come in and to arrange it. And assume it was so ar- 
ranged by such serviceman from the supplier at the end of a counter. 
Also assume a display allowance was allowed to Safeway on that dis- 
play and that it continued for a week or 10 days or so. 

Now, on that set of facts what would the display allowance be for, 
as made to Safeway ? 

What would Safeway be giving for that allowance under those cir- 
cumstances ? 

Mr. Morrison. I don’t recall our handling any allowances of that 
nature, such as you have described. 

Mr. MacIntyre. You have been around when Safeway was open- 
ing a new store, and you have seen the suppliers have these service- 
men setting out displays, arranging them for the new store, have you 
not ¢ 

Mr. Morrison. I don’t have a direct connection with the divisions. 
IT am not there when these things are arranged. 

Mr. MacInrvyre. In other words, you don’t know that that takes 
place? 

Mr. Morrison. I have not seen that. 

Mr. MacIntyre. We have some information in the files of this com- 
mittee that shows that suppliers do furnish these men for store open- 
ings for that purpose. Now let us assume, therefore, for the purpose 
of my question, that we will be able to show that Safeway has done 
it. And in the event that Safeway was furnished a serviceman to set 
it out, set up the display, then what would Safeway have given the 
supplier for the display allowance? 

Mr. Morrison. Under the circumstances you mention, I think Safe- 
way has given the supplier a display which is in excess of the usual 
display of the product. 

Mr. MacIntyre. And a display in excess of the usual display in 
such circumstances as the end of the counter would have been what— 
would have been space, largely, wouldn’t it 4 

Mr. Morrison. I would say so. 

Mr. MacIntyre. So, in effect, under such circumstances, Safeway is 
actually renting a part of its store floorspace, to a supplier at a rate 
per case, is that correct ¢ 

Mr. Morrison. The display space is limited within the store. There 
are lots of suppliers who would like to have special displays. They 
make offers, allowance offers, which involve special display space. 

Mr. MacInryre. We understand that. But my question still goes. 
Isn’t it correct that, under those circumstances, what has happened is 
in effect that Safeway has rented some supplier space to a supplier 
at a per-case rate ¢ 

Mr. Morrison. I think that probably you might say that. Under 
the terms you have outlined. 

Mr. MacInryre. That would be a fair statement, would it ? 

Mr. Morrison. I would think so. 

Mr. MacIntyre. Safeway owned the merchandise, didn’t it, when 
it was displayed ? 

Mr. Morrison. I would think so. 
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Mr. MacInryre. So it in effect has charged a supplier a sum of 
money for renting some floorspace for merchandise that Safeway 
owns and on which it expects to make a profit, is that a fair state- 
ment ? 

Mr. Morrison. Does this statement of facts that you have given 
me—does this involve an allowance offer which is any different from 
the customary display offer that is made available to the entire trade? 

Mr. MacInryre. I am talking now about a display allowance. I 
am not talking about who it is offered to, except to Safeway. I am 
saying when it is offered and accepted by Safeway as an end counter 
display allowance, at so much a case—that is all I am referring to. 

Mr. Morrison. Well, of course our divisions won’t accept that, 
unless it is made—unless it is offered generally to the trade. 

Mr. MacIntyre. To all of your competitors ¢ 

Mr. Morrison. It has to be cleared by our legal department. 

Mr. MacInryre. How does your legal department know, as a matter 
of fact, whether such an offer has been enele to all competing grocery 
stores ¢ 

Mr. Morrison. We can’t tell exactly. I mean we have to rely on the 
supplier’s word for it, toa very large extent. 

Mr. MacIntyre. And that is all you do have when you accept this 
15 to 25 or 40 cents a case allowance? 

Mr. Morrison. If we have no reason to believe that the supplier is 
not telling us an untruth, we accept his word for it. 

Mr. Roosrvett. Do you ask him specifically ¢ 

Mr. Morrison. If it is available generally ¢ 

Mr. Rooseveir. Generally ? 

Mr. Morrison. Yes, sir—if the offer does not contain the statement, 
we ask him. 

Mr. Roosrvetr. Can you show us those offers where it specifically 
says that ? 

Mr. Morrison. Yes, sir. We have lots of them in our files. Most 
of them have printed in the offer what we call an availability state- 
ment to the effect that this is offered on equal terms to all of the sup- 
plier’s competing customers. 

Mr. Roosrverr. Where it does not contain that, is your statement 
you would not accept it ? 

Mr. Morrison. We ask him, if it does not contain such a statement. 

Mr. Roosevetr. In writing or on the phone ? 

Mr. Morrison. We ask them usually in writing. We ask them to 
confirm it in that way. 

Mr. Rooseveir. And you are ready to testify before this committee 

that you have never accepted any such offer unless you had verified, 
either by phone or otherwise, that it was available to all customers 
of this supplier ? 
_ Mr. Morrison. Generally—to the trade. I don’t recall a single 
instance where we accepted—incidentally, I don’t accept them. We 
just announce availability, and the zones accept or reject them. I think 
I made that clear before. But we attempt to get that information in 
every instance. 

Mr. Roosrvett. And you would not pass it on as recommended by 
you, and you know of no instances where you have passed it on, until 
you have verified that it was generally available to the trade? 

43519—60—pt. 2, vol. 2——12 
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Mr. Morrison. That is right, sir. I know if I passed it on to our 
legal department without some kind of indication of whether it was 
generally available, it wouldn’t be cleared. 

Mr. MacInryre. Now I would like to ask Mr. Sterling Smith this 
question. 

During the early part of 1959, you were buying yellow oe 
from quite a number of suppliers under the private labels of Safeway. 
And those brands included Town House, Highway, and Sun Down. 

Mr. Smiru. Yes, sir. 

Mr. MacIntyre. And it is your position that the Town House brand 
pack, or peaches packed under that label, are good as the best quality 
on cling peaches ? 

Mr. Smiru. I didn’t understand the question. 

(The question, as recorded, was read by the reporter.) 

Mr. Smirn. No. 

Mr. MacIntyre. What is better ? 

Mr. Smiru. Fancy grade yellow cling peaches. 

Mr. MacIntyre. In other words, Town House is not fancy? 

Mr. Smiru. No, sir. 

Mr. MacIntyre. What is? 

Mr. Smiru. Choice grade. 

Mr. MacIntyre. What is Highway brand of Safeway? 

Mr. Smiru. Standard grade. 

Mr. MacIntyre. What is Sun Down brand of Safeway ? 

Mr. Smiru. It is what we call mixed peaches of irregular shapes and 
sizes. It isa nongraded item. 

Mr. MacIntyre. So it is lower than standard. And Highway is 
standard ? 

Mr. Smiru. That is right. 

Mr. MacIntyre. Safeway doesn’t sell under its labels any fancy, 
then ? 

Mr. Smiru. Not cling peaches. 

Mr. MacIntyre. What would you regard as a comparable advertised 
label quality peach to Town House? 

Mr. Suirn. Libby or Del Monte. 

Mr. MacIntyre. You think that they are of the same quality ? 

Mr. Smiru. Yes, sir. 

Mr. MacIntyre. And interchangeable under the brand if it were 
desired—it would be the same quality ? 

Mr. Smiru. Not in every instance. We attempt to maintain a high 
quality under our Town House label. But I would say Cal-Pack 
probably has a little better control than we do, because they do their 
own packing. But the idea isthe same, yes. 

Mr. MacIntyre. But except for control, you would consider yours 
the same quality ? 

Mr. Smiru. Yes, sir. 

Mr. MacIntyre. That is control over quality. 

Now, during the early part of 1959, you were buying the Highway 
rand at $5.15 a case, under private label? That is your Highway? 
Mr. Smiru. What is the date on this? 

Mr. MacIntyre. The first of January this year. 

Mr. Smiru. That is not the price on Highway. You said Highway 
grade? 
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Mr. MacIntyre. Highway, 214 size, yellow cling peaches, halves, 
weren't you buying them from Contadina at $5.15 ? 

Mr. Smiru. Yes, sir. This is 1958. 

Mr. MacInryre. I am talking about 1959. 

Mr. Smiru. I am with you, yes, sir. 

Mr. MacIntyre. And that was generally the price that you were 
paying under your private label for that peach at that time, from any 
supplier ? 

Mr. Smiru. I would say so, yes. 

Mr. MacIntyre. Now, a little later that price dropped, didn’t it? 

Mr. Smiru. Yes it did. 

Mr. MacIntyre. To what? 

Mr. Smiru. It went down to $4.90 in June. 

Mr. MacIntyre. It hit $4.90 in May, didn’t it ? 

Mr. Smirn. It may have. I was looking at one canner here. 

Mr. MacIntyre. You were able to buy at $4.90 from some before 
you were able to buy at $4.90 from others ? , 

Mr. Smiru. Yes; it takes a period of time for these prices to become 
established. 

Mr. MacIntyre. Now, going back to Contadina, you had asked 
them to set aside a reserve for you, 30,000 cases of the 1958 pack, isn’t 
that correct ? 

Mr. Smrru. Yes, sir. 

Mr. MacIntyre. How many of those 30,000 cases did you ship? 
Look at the bottom of the first column of the first page. 

Mr. Smirn. 15,775. 

Mr. MacIntyre. About one-half of what you asked them to set aside 
for you? 

Mr. Smiru. Yes, sir. 

Mr. MacIntyre. Now, as to the Schuckl Co., you asked them to set 
aside a quantity of the same kind of peaches, didn’t you ? 

Mr. Smiru. I am sure we did. 

Mr. MacIntyre. And instead of taking only a part of your reser- 
vation, you took from them more than you had reserved ? 

Mr. Smiru. Yes, sir. 

Mr. MacIntyre. Now, will you explain to the committee why it 
was that you didn’t take as much as 50 percent of the first seller I 
referred to, and that you took more than you had reserved from the 
next one? 

Mr. Smirn. Yes. Contadina—and I am going from memory on 
this—I believe that Contadina was unable to supply all of our require- 
ments when we set them up. We set these requirements up early in 
the year. As a matter of fact, we set them up before the pack was 
underway, similar to the way the other buyers, I assume, are doing it. 
And these quantities remain on our records until the canner tells us 
that either he doesn’t have them, or we ourselves discuss it with them; 
in that perhaps we are not shipping sufficiently, and he wants to know 
why, or we realize ourselves ahead of time perhaps we are not per- 
forming properly. In any event, we get together with the canner and 
an adjustment is made on the specific reservation. 

Now, this adjustment, coming as soon as it did, in August—some- 
where between August 22 and October 10—October <—I can’t say 
exactly when. But it came during that period. And that is not too 
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long after the pack was put up. And I would have to say that I believe 


in this instance those 14,000 cases of peaches were returned to the 
packer at his request, because he didn’t have them. 

Mr. MacIntyre. But much earlier than that, you had a drop in 
the price, from $5.40 to $5.20 on the Town House brand by Schuck], 
didn’t you ? 

Mr. Smiru. Town House halves? 

Mr. MacIntyre. Yes; that was as early as June 17—they dropped 
the price to you from $5.40 to $5.20. 

Mr. Smirn. I don’t see that. That is 214 size Town House halves, 
Schuckl ? 

Mr. MacIntyre. It had been $5.40 until that date, and they shipped 
you some at that time and for some period thereafter at $5.20. 

Mr. Smiru. I can’t answer that, because that is not what my records 
show here—if we are working from the same sheet. Mine show the 
price stated at $5.40. 

Mr. MacIntyre. You havethe Schuckl sheet there, don’t you ? 

Mr. Smiru. Yes. 

Mr. MacInryre. According to the record I had uncovered this 
morning, the price was dropped to $5.20 on June 17, and it is among 
the records you had submitted. And also according to your flow 
charts, shipments from Schuckl to you were up, as you acknoweldged a 
few minutes ago, above what you had reserved. You do acknoweldge 
that last fact? That they were up above what you had reserved ? 

Mr. Siru. Yes. 

Mr. MacIntyre. Now, also your flow charts show that in your pur- 
chases from Fruitvale 

Mr. Smiru. Can I interrupt you a moment—the last statement about 
acknowledging Schuckl shipments being up. Which item were you 
referring to there ? 

Mr. MacIntyre. Yellow cling peaches—the 2% size. 

Mr. Smiru. Halves or sliced ? 

Mr. MacInryre. I believe that was on sliced. 

Mr. Smirn. Yes; that is right. 

Mr. MacIntyre. Now, your flow charts also show that your ship- 
ments against reservations, or shipments to you against the reserva- 
tions you had made with the Fruitvale Co. were up better than four 
times over your reservations. And you even went further with them 
than you did anyone else, you asked them to hold in storage some 
items for you. Isn’t that correct? 

Mr. Smirn. That is correct—Highway halves. 

Mr. MacIntyre. Will you explain to the committee why you did 
that with respect to Fruitvale and not with respect to other shippers at 
that time? 

Mr. Smiru. We occasionally will make a purchase on an advancing 
market, when we feel the market is strong, and we occasionally will 
purchase merchandise and pay for it, and hold it in storage for our 
account. 

Mr. MacIntyre. If that were your explanations, then why didn’t 
you give Hemet a much higher order for your Town House than you 
did, when it was willing to sell you at $5.20 a case, the lowest price 
you were able to get, and also pay you a promotional allowance in 
addition ? 
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Mr. Smrrn. The price on Fruitvale in storage was Highway, and 
we purchased that merchandise at $4.85 a case. No; that was $5.15. 

Mr. MacInryre. That is on the Highway brand ? 

Mr. Smirn. That was one Highway brand; yes. 

Mr. MacInryre. Now, Hemet, according to the sheet you have, 
offered you Town House at $5.20, a much higher grade peach, and 
a promotional allowance in addition. So if it were a matter of a 
rising market, why did you not do for them what you did for Fruitvale? 

Mr. Smirx. You are comparing Town House for one packer and 
Highway with the other. It is a little different. 

Mr. MacIntyre. You were buying both from Fruitdale, and part 
of them were made up of one grade and part another, from Fruitdale; 
were they not ? 

Mr. Smiru. I believe they were. 

Mr. MacInryre. These heavy set-asides that you had worked out 
with Fruitvale included both Town House and Highway; didn’t 
they ? 

Mr. Smiru. I think so. 

Mr. Wixpe. Mr. Chairman, we have about 100 pages of flow charts 
here. 

Mr. MacIntyre. The record shows on that, so we will not take the 
time, since he finds difficulty in answering the question. 

Now, I want to ask this about your retail prices. 

Mr. Moore. Does he find any difficulty in answering the question 
or following it? 

Mr. Siru. I could answer it if I could find out how our records 
apply. 

"ign. Van Gemert mentions the Hemet Town House price was $5.60. 
Actually the promotion of 40 cents a case brought it down to $5.20. 
So the price of the product from Hemet was not more attractive. 

Another problem there is Hemet is not a canner that we can use 
for all of our zones and is down in an isolated area, in southern Cali- 
fornia. We usethem only for one zone. That could have had a bearing 
on it. 

Mr. MacIntyre. You think that was the reason, because it being a 
small canner, and only available for one zone ? 

Mr. Smiru. We only use the Hemet merchandise for the southern 
California markets. We don’t use it going into our other warehouses. 
And the Fruitvale merchandise is purchased up here in northern Cali- 
fornia, is shipped anywhere in the United States, including southern 
California. 

Mr. MacIntyre. Well, I have your Fruitvale Canning Co. flow 
chart sheet here before me now on Town House, relating to the ques- 
tion I asked you earlier, showing that your 1958 reservation—and this 
is on Town House brand—not Highway—was 3,200 cases. You did 
have them ship you 2,235 cases. And the price in June was not $5.20 
but $5.40. That was really the basis for the question I asked you—as 
to why Fruitvale reservation—I mean orders—went up four times over 
reservations on these different brands, whereas the small canner, who 
was offering you a better price, didn’t get the order. 

Mr. SmirH. We purchased from Fruitvale—I know it was made 
on an advancing market, and we wanted this merchandise for future 
use. We paid for it and put it in storage. We would not make such a 
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urchase from a small canner down in the south. It would take a 
onger period of time to draw that merchandise out of storage, in that 
we could only ship it to one of our warehouses. 

Mr. Brown. Would the counsel yield ? 

This same cannery sold to A. & P. during the month of May at 
$5.20—that is the Fruitvale—during the month of May. 

Now, were you paying $5.20 in the month of J une, 19-——— 

Mr. Smirn. We paid what it shows on that sheet. 

Mr. Brown. Were there any discounts or allowances off of that ? 

Mr. Smirn. Off of the price of Fruitvale? The regular swell and 
cash discounts. 

Mr. Brown. But no special allowances? 

Mr. Smiru. Not tomy knowledge. 

Mr. Brown. Well, also this same cannery was offering to others 
during the period of May and June at $5.20. Did you just pay them 
20 cents more than the going market ? 

Mr. Smirx. That also would not be to my knowledge, if we were. 

Mr. Roosevertr. How would we explain the difference? Were you 
or were you not paying $5.40 ? 

Mr. Smiru. Pardon? 

Mr. Roosrvetr. Were you paying the additional price ? 

Mr. Smiru. He is talking about Town House peaches from Fruit- 
vale, and frankly I cannot find the sheet right here. 

Mr. Roosevext. Let’s take a minute and let you find it. 

Mr. Smiru. I havea copy of the Highway from Fruitvale. 

Mr. Roosrvetr. Well, the one you submitted to us does show it. 

Mr. Smrru. I am sorry—I have it. Now, in June we were paying 
$5.40. At that time we were purchasing peaches at $5.20. I cannot 
explain why we would pay Fruitvale $5.40. There may be an adjust- 
ment of which I have no record here, but I don’t know if there was. 

Mr. MacIntyre. Now, I want to read to you from the Hemet 
Packing Co. flow chart you gave us. You had on the Highway brand 
a $5.35 price from them, less a promotion allowance of 40 cents, making 
a net price of $4.95. That was equal to the Highway price from 
Fruitvale of what ? 

Mr. Suirn. This Hemet price is difficult—the one shipment was 
made on September 4, 1958, at $5.35 less 40 cents, or $4.95 a case, on 
September 4, 1958. Relating that back to the Fruitvale 

Mr. MacIntyre. You will find the Fruitvale price at $4.85, that 
same date. 

Mr. Smirn. At the same date, it was made from Fruitvale at 
$4.85. 

Mr. MacIntyre. So the explanation was you had a 10 cent per case 
better deal from Fruitvale than Hemet ? 

Mr. Smiru. Not for the Los Angeles market. It would take 10 
cents a case to move into the Los Angeles market. 

Mr. MacIntyre. But the $4.85 from Fruitvale was available to you 
anywhere ? 

Mr. Sirn. Yes. 

Mr. MacIntyre. So the fact that you did get a lower price from 
them perhaps was an explanation of why your shipments went up 
four times over the original reservations. 

Mr. Smirn. Yes; that is true. And we purchased quite a block to 
have that advantage. That is the main reason our shipments went 
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—— cash purchase we made at the time we thought the market 

vas advancing. 

"ie MacIntyre. Now, Mr. Chairman, I would like to call atten- 
tion to the retail prices on yellow cling peaches that Safeway sub- 
mitted to us, as applicable in other stores in Little Rock, Ark., during 
1959. 

On the Highway brand, they opened at 1959, at 29 cents. For a 
period of time, duri ing the early part of the year, they were 31 cents a 

van, and during August and September 29 cents. 

So the change in price was 2 cents a can, or 48 cents a case. 

Is that correct, Mr. Wilde ? 

Mr. Wipe. Yes, that is correct. According to my copy of the sheet, 
that is correct. 

Mr. MacIntyre. In the Denver market, on the Highway brand, it 
opened in January at 30, and you had a price of 31 cents on July T 
this year, on Highw: ay brand, ‘but commencing in August, it was 27 
cents, is that cor rect ? 

Mr. Wipe. Correct. Highway halves and slices, 2% size. 

Mr. MacIntyre. That is in both halves and slices? 

Mr. Wupr. Right. 

Mr. MacIntyre. Let us turn to your Washington, D.C. sheet. In 
December your Highway price there was, on 21% size, 2714 cents— 
that is December 1958, two for 55 cents. 

Mr. Wivpe. That is right; 28 cents for a single can. 

Mr. MacInryre. What has it been since then ? 

Mr. Wivpe. On January 6, according to this, Highway, 21% size, 
halves and slices, January 6, 1959, it was 29 cents. And it has been 29 
cents throughout, up through September 1. 

Mr. MacInvyre. It hadn't changed in Washington ? 

Mr. Wiipe. Up through September 1. 

Mr. MacInryre. So even though the price came down to Safeway 
back in May and June, it wasn’t reflected in the consumer’s price in 
Washington ? 

Mr. Witpe. We buy on a competitive market, Mr. MacIntyre, and 
sell on a competitive market. None of these gentlemen here at this 
table, including myself, have anything to do with the retail price. 
If there were a price advance or decrease that should be reflected, I 
don’t know, and I don’t believe anyone here at this table can answer 
this question. 

Mr. MacIntyre. You would assume that that is on the conditions 
of the trade in those markets. And if Safeway and one other firm 
had a complete monopoly there, it would be up to them to determine 
what that price would be, because they wouldn’t have competition 
among themselves. 

If Safeway and some other retail store had a monopoly in a par- 
ticular area, then according to your understanding, they would be the 
ones that fix the price. 

Mr. Witpr. That is a hypothetical question on your part. I am 
unable to answer that. 

Mr. MacInryre. I thought that’s what you were doing, saying 
it would be up to the conditions of the market there. 

Mr. Wipe. I am saying competitive conditions. 
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Mr. Roosrvett. From the records now in the possession of the com- 
mittee—if you want to give us other records at other times we would 
be happy to have them. They show a reduction in the price plus a 
reservation against a possible rising price in the future. And no 
benefit to the consumer by Safeway for that condition. In other 
words, the consumer did not get a reflection of that purchasing policy 
of you gentlemen. 

Now, if there is an answer to that, of course we would be delighted 
to have it. 

Mr. Wixpe. I am a little reluctant to suggest this, in view of Mr. 
Moore’s opening remark, but we happen to have here in this room 
one of our economic experts that is in our employ, he is the manager 
of our economic research department, and his name is Mr. Paul A. 
Baumgart. He has been sitting through this hearing, listening to 
what has been said. If the committee desires, I would be glad to 
have him come up and subject himself to examination on any point 
such as that. 

Mr. Roosevetr. I don’t think that an economic expert is what we 
are looking for. What we are looking for is the explanation to why, 
in a more or less noncompetitive zone—and by noncompetitive I mean 
where one or a relatively small number of chains have a very large 
percentage of the market, of the retail market—why the price to the 
consumer does not reflect the buying achievements of you people 
here before us. 

Mr. Wixper. Are you talking about Washington, D.C., Mr. Chair- 
man / 

Mr. Roosrvett. That was the case that counsel particularly re- 
ferred to. 

Mr. Wipe. I thought it was a hypothetical place. 

Mr. Roosevert. It was referred specifically to Washington, D.C. 
There are other areas from the files which we will be happy to put into 
the record when we develop them further, showing that in some areas 
there was a direct return to the consumer. And in these particular 
areas, there is not a direct return to the consumer. 

Mr. Wipe. As far as Washington, D.C., is concerned, there are 
some other chains there that would be very much offended if they were 
led to understand that Safeway and one other chain enjoy a monopoly 
in the Washington, D.C., division. 

Mr. Roosevet. I didn’t say that. Isaid Safeway and a number of 
other chains had a monopoly, and a monopoly can sometimes be com- 
posed of three or four or even five. 

Mr. Wixpe. Mr. MacIntyre’s question, as I recall it, was a case in 
which Safeway and another chain enjoyed a monopoly in a particular 
area. 

Mr. MacIntyre. That was on an unnamed area, not Washington. 

Mr. Wire. You were not referring to Washington. 

Mr. MacIntyre. Not in that question. 

Mr. Wipe. I would certainly be interested to know in what area it 
was. 

Mr. MacIntyre. Mr. Chairman, I would like to ask that there be 
included in the printed appendix to this record the Safeway materials 
in the form of the price data that Safeway has submitted in response 
to your questions. 
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Mr. Roosrvett. Subject to the same limitation, that they will be 
discussed by the committee for inclusion. 

Mr. MacIntyre. Mr. Chairman, I also at this time would like to 
offer for the record a letter that you wrote Safeway under date of 
August 27, in which you asked for the names of their buyers and their 
reply was made under date—part of a reply made under date of Sep- 
tember 14, and the remainder of that reply was made subsequent 
thereto. 

Mr. Roosevett. Is that for the appendix ? 

Mr. MacIntyre. No; I believe this ought to go into the record 
ahead of the testimony of these witnesses, because it does set forth the 
names of each of the officials of Safeway having to do with the buying 
operations, and making the decisions on policy, and giving the instruc- 
tions on the buying. 

I would amend that, to go into the printed appendix to the record. 

Mr. Roosrvett. Without objection, it will be so included. 

Mr. MacIntyre. That is all I have, Mr. Chairman. 

Mr. Roosrevett. Mr. Smith, I have before me a document dated 
September 16, 1959, from G. W. Hume Co., packers of fruits and 
vegetables. It is ostensibly at least a notification to the trade of 
available items and current shipping prices. 

On the left-hand side of the price-per-dozen column you will see 
written in red ink prices considerably lower than the price per dozen 
indicated in that sheet which supposedly went to all of their customers. 
There is a notation at the top saying, “Sterling, your prices are,” with 
an arrow pointing tothem. Would youexplain that to the committee ? 

Mr. Smirn. Yes, sir. On the “your prices are” it could be one of 
two things. It could either be the prices we are quoting our zones, 
from our own price lists, to answer a question of that type, or it could 
be the street price. 

Mr. Roosgvett. The what? 

Mr. Smrru. The price that is quoted to the various buyers in the 
area, California Street. 

Mr. Roosrvert. This is sent out on September 16. This is not 
an old document. This is fairly recent. And at the time that this 
was sent to you, which must have been within a couple of days after 
its publication, if not that day—probably prior to that day—the price 
of $1.75 was listed to you at $1.675. The price of $2.525 was quoted 
to you at $2.45. The price of $2.375 was quoted to you at $2.25. The 
price of $1.75 at $1.675, and so on down the line. You go down here 
to a price of $2.85 quoted to you at $2.60. 

You don’t want to turn around and tell me you think he did the 
same thing in red ink to every other customer, do you? 

Mr. Smiru. That is not what I intended to tell you. You mis- 
understood me. This notation would be a notation to myself or to 
Mr. Rupert—the price I assume is the best price I had in any direc- 
tion. In other words—— 

Mr. Roosevett. Is that your red ink? 

Mr. Smrru. Yes. 

Mr. Roosevetr. That is your handwriting? 

Mr. Smiru. I can’t read this, but I assume it is. 
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Mr. Roosrvetr. Well, have a look at it, and see whether it is your 
handwriting or not. I don’t know why you would be addressing it to 
yourself. 

Mr. Smirn. No; that isnot my handwriting. 

Mr. Roosrvetr. Whose handwriting is it? 

Mr. Sir. I presume it is Mr. Rupert’s. Iam not quite sure. 

Mr. Rooskver. So it is Mr. Rupert of the Hume Co. 

Mr. Smiru. No; our Mr. Rupert. 

Mr. Roosrvetr. Is that your handwriting, sir? 

Mr. Rurerr. No; it is not mine. 

Mr. Roosrvett. Will you pass it around the table and see if any of 
you other gentlemen 

Mr. Sairu. I would say it was somebody within our supply organi- 
zation. 

Mr. Roosrvetr. It is very unclear to me that it is anybody in your 
organization. I think it is the gentlemen in the Hume organization. 

Mr. Smiru. I would like to testify that this is not the method— 
the way this letter was received. No; I don’t know that, because it 
came to me that way. 

Mr. Roosrvetr. In other words, you don’t have any explanation. 

Mr. Smiru. Yes; I do recall the situation. This would be from 
the packer’s repressentative, Mr. Waggoner. 

Mr. Roosrvetr. And it was the packer’s representative who wrote 
that ? 

Mr. Smiru. I will have to say I presume it was; yes. 

Mr. Roosrvetr. Now, will you give it back to me, please, sir. It 
isn’t that I don’t trust you with it, but I want to use it. 

Now, why would the packer’s representative write in these prices 
to you? 

Mr. Smirx. Well, those are the prices I would presume we were 
buying at. I would like toctheck that. That is what date? 

Mr. Roosrvetr. September 16, 1959. 

Mr. Sairu. I would like to check my reservations. 

Mr. Roosrvett. Assuming they are the prices which you paid, which 
I don’t doubt for a moment, how do you explain that the Hume Co. 
was making you a price different than the price which they were 
making for everybody else? 

Mr. Smiru. This is the market price we were paying for the product. 

Mr. Roosevett. In other words, the California Street price was not 
the price sent out to everybody else—which is the allegation that has 
been made to this committee ? 

Mr. Sutra. My knowledge is the prices we receive and I know oth- 
ers are receiving. 

Mr. Roosrvett. On California Street ? 

Mr. Smiru. We get information of this type on prices occasionally 
back from our zones in the field. 

Mr. Roosrverr. Mr. Smith, I am trying to deal with specific cases 
now. One of the things Mr. Avery was talking about earlier was 
that allegations had been made that due to the large purchasing power, 
economic power, that comes with the forces behind the large retail 
chains, generally known as California Street, that they are able to 
get prices which generally are not known or available to other buyers 
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who do not reside on California Street. And I submit this was an 
example of specifically what we are talking about. 

Now, if you have no better explanation to me, then this is the price 
generally accepted, or known about on California Street—you admit 
in all probability that the red-ink prices are the prices you bought at. 
And unless we have any other indication that whoever let everybody 
else know that they could get the red-ink prices, we must assume that 
as late as September 16, anywhere else in the country they thought 
the price which you got—let’s say $2.60, was quoted to them at $2.85— 
15-cent differential, which is not too small a difference. That is a 
price per dozen—30 cents a case. 

Mr. Witpe. Mr. Chairman, may we have an opportunity for Mr. 
Smith to check back on his records and find out actually what hap- 
pened on that transaction, and submit it to the committee ? 

Mr. Roosrvett. Yes, I think we should do that, because I would 
next like to refer you to another little memorandum which can’t help 
but excite the committee’s curiosity, dated January 19, 1959. It has 
the initials—it looks like R.H. to me. Have you any idea who that 
would be? 

Mr. Smitru. What is the document ? 

Mr. Roosevett. It is a little sheet of paper. It came out of the 
Regent file, handed to us by you. It says “Hudson House will give 
price of $2.50 per case for 30 days to the Portland on 2.S, R.S.P. 
cherries. Ed Clark says to keep it quiet.” 

Mr. Smirn. That communication would be from the broker’s office. 

(The communication referred to is as follows :) 

REGENT Foop Co., 
DIvISION OF SAFEWAY SToreEs, INc., 
San Francisco, Calif., December 2, 1959. 
Hon. JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5, Select Committee on Small Business of the 


House of Representatives of the United States, House Office Building, 
Washington, D.C. 

Dear Mr. ROOSEVELT: During my appearance before the subcommittee on 
November 11, 1959, I was requested to submit additional information concerning 
the September 16, 1959, list of available items and current shipping prices, we 
received from G. W. Hume Co. and submitted to the subcommittee pursuant to 
the subpena served on Mr. A. S. Rupert, manager of Regent Food Co. and my 
immediate supervisor, on September 17, 1959. You will recall that the packer’s 
representative had written in on the list somewhat lower prices on certain items 
than those shown in the “Price per dozen” column, with the notation, “Sterling 
your prices are.” The following is a comparison of the printed and handwritten 
prices on the canned fruit products I purchased from G. W. Hume Co. under 
Safeway labels: 














Printed Handwritten 
Item (yellow cling peaches) price per price per 

dozen dozen 
ES CR Ry Boies eee Soe es ee ae een ne $1.75 | $1. 675 
eS NN I OE a5 Sask in aed kin bee dg denn dad boc 2.52% 2.45 
Tr I PEON, BIN 6a oon cc cteeccdcdundeusckeneusmuciudeteonedeane 2.37% 2. 25 
Maa 7st ee eel Jose es | 1.75 1. 675 
re I SI: Bo ikke cdid nn aencde cusnnetuasabaedastteeveenabausbsous 2. 52144 2.45 
pogo ee a ee eee Senne | 2.37% 2. 25 





The testimony of other witnesses before the subcommittee reveals that the 
handwritten prices tabulated above were not lower than those at which other 
buyers were purchasing products of the same grade and pack under their private 
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labels. For example, I recall that one or more witnesses testified that the opening 
price on 1959 pack 2%4’s choice yellow cling peaches, sliced and halves, was $2.35 
per dozen, or 10 cents per dozen less than the $2.45 per dozen handwritten price 
for these products. 

I was also asked to furnish any information we could secure indicating that 
G. W. Hume Co. made the handwritten prices known to its customers without 
buying offices in San Francisco. In that connection, we wish to advise that Mr. 
Albert B. Waggoner, general sales manager of G. W. Hume Co., voluntarily con- 
tacted Mr. A. S. Rupert just prior to the conclusion of the subcommittee’s hearing 
on Thursday, November 12, 1959, and informed him that he (Mr. Waggoner) 
had written in the same prices on the copies of the September 16, 1959, price list 
that were sent to G. W. Hume Co.’s brokers and direct customers throughout the 
country. I subsequently received the following letter from Mr. Waggoner, con- 
firming this information: 

“NOVEMBER 20, 1959. 
“SAFEWAY STORES, INC., 
“San Francisco, Calif. 


“( Attention of Mr. Sterling Smith). 


“DEAR STERLING: Mr. Roosevelt, in the hearing of the House Small Business 
Committee on November 11, 1959, questioned you concerning prices written in 
red on our surplus list No. 601 of September 16, 1959. 

“In addition to this bulletin sent you, I also wrote in red the same prices to 
not only other so-called California Street buyers but also to brokers in various 
cities and to other direct accounts. 

“Those same prices were thus made uniformly available to any buyer, large 
or small. 

“Upon reading the story in the San Francisco Chronicle, November 12, 1959, I 


went up to the hearing and told their counsel, Mr. Everette McIntyre, the same 
thing I have told you. 


“Yours truly, 
“G. W. Hume Co., 
“ALBERT B. WAGGONER.” 
A photocopy of Mr. Waggoner’s November 20, 1959, letter is attached. 
Very truly yours, 
STERLING P. SMITH, 
Manager, Canned Fruits and Juices Section. 


G. W. HumME Co., 


Turlock, Calif., November 20, 1959. 
SAFEWAY STorEs, INCc., 


San Francisco, Calif. 
(Attention : Mr. Sterling Smith.) 
Dear STERLING: Mr. Roosevelt in the hearing of the House Small Business 


Committee on November 11, 1959, questioned you concerning prices written in red 
on our surplus list No. 601 of September 16, 1959. 
In addition to this bulletin sent you, I also wrote in red the same prices to not 


only other so-called California Street buyers but also to brokers in various cities 
and to other direct accounts. 


Those same prices were thus made uniformly available to any buyer, large or 
small. 


Upon reading the story in the San Francisco Chronicle, November 12, 1959, I 


went up to the hearing and told their counsel, Mr. Everett MacIntyre, the same 
thing I have told you. 


Yours truly, 
ALBERT B. WAGGONER. 
Mr. Roosevett. So Ed Clark thought it was pretty important when 
he was making a deal with you that nobody mt if he could help it, 
heard about it ? 
Mr. Smiru. The meaning was that nobody else in the trade would 
know what he was doing. 


Mr. Roosrvett. That is the impression, isn’t it? 
Mr. Smiru. Yes. 
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Mr. Roosgvett. I will let it stand. 

Now—lI don’t know—I feel like I ought to let up on you. 

Now, you heard a representative of the A. & P. stores this morning 
answer to a question stating that the whole system of set-asides or 
reservations, if it had any value at all, it must be on the basis of the in- 
tegrity of both sides. 

Mr. Smiru. That is true. 

Mr. Roosevetr. You heard him also say, as you did the representa- 
tive of Topco, that their set-asides, and their actual shipments, with 
variations on the up and the down side for specific cases, would average 
out very closely to the same shipments. 

Now, you submitted to us a résumé of your zone estimates and your 
approved bookings, which as I understand it means that you collected 
from your zone certain estimates. And then you translated them into 
set-asides, specific set-asides, so that they would come out into the total 


bookings for the various packers with whom you did business, is that 
correct 


Mr. SmirH. Yes, sir. 
(The letter and attachments are as follows:) 


REGENT Foop Co., 
DIVISION oF SAFEWAY STORES, 
San Francisco, Calif., December 3, 1959. 
Hon. JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5, Select Committee on Small Business of the 


House of Representatives of the United States, House Office Building, 
Washington, D.C. 


DEAR Mr. ROOSEVELT: During my appearance before the subcommittee on 
November 11, 1959, I was questioned concerning the following note we submitted 
to the subcommittee pursuant to the subpena served on Mr. A. 8. Rupert, manager 
of Regent Food Co. and my immediate supervisor, on September 17, 1959: 


“Hudson House will give price of $2.50 per case (sic) for 30 days to Portland 
on 2’s RSP cherries. 


“Ed Clark says, ‘keep it quiet’.” 

/a/ BR 
“Per phone with E. C. 
“January 19, 1959.” 


The purchasing of Safeway label R.S.P. cherries in January and February of 
1959 was done by Mr. A. D. McNamara, then assistant buyer in our canned 
fruits and juices section and now assistant buyer in our canned vegetable 
section. 

Although Mr. McNamara has no present recollection of the above note or the 
$2.50 offering (which must have been per dozen rather than per case of 24), he 
is reasonably certain that the note was initialed by a Miss Rosemary Hart, 
who was his secretary at the time but who has since left the company, and 
records a telephone call she took (probably in Mr. McNamara’s absence) from 
Mr. Ed Clark, broker for Hudson House, Inc. 

For your information, the $2.50 offering could not have constituted a “special” 
price for Safeway, as: 

(1) According to our information, at the time of the offering our Port- 
land retail division was Hudson House’s only customer of R.S.P. cherries 
packed in number 2 size cans. 

(2) Our records reveal that we paid the regular price of $2.70 per dozen 
or $5.40 per case for all 1958-59 pack R.S.P. cherries purchased from Hudson 
House, Ine., including those ordered for our Portland retail division on 
February 6, 12, and 16, 1959, which dates fall within the 30-day “offering” 
period. 

As Mr. McNamara has no present recollection of the $2.50 offering, he wrote 
Mr. BE. H. Clark on November 23, 1959, asking him to explain fully the circum- 
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stances, intent and results of the offering. Mr. E. H. Clark replied on November 
25, 1959, as follows: 
“NOVEMBER 25, 1959. 
“REGENT Foop Co., 
“San Francisco, Calif. 
“( Attention: Mr. A. D. McNamara). 
“Dear ADE: Please refer to your letter of November 23d concerning an offier- 
ing made to you on January 19, 1959, on 24/2 R.S.P. cherries. 
“Inasmuch as Safeway, Portland, was the only account using this can size, and 
since they were going to discontinue such can size on the 1959 pack, our principal, 


Hudson House, Ine. of Portland, Oregon, felt an offering to clean up the existing 
stock might be in order. 


“However, Safeway Stores, Portland, ordered these cherries all in at the 
regular price of $5.40 per case and did not take advantage of the January 19th 
offering. 

“The reason for the notation to “keep it quiet’ was due to the fact that 
our principal wanted to dispose of this outdated can size without disrupting the 
R.S.P. cherry market. 

“Yours very truly, 
“BE. H. CLiarK & Co., 
“EDWIN H. CLARK.” 

Attached is a photocopy of Mr. Clark’s November 25 letter. 

Mr. Clark’s request to “keep it quiet” was unnecessary as we would not have 
discussed the $2.50 offering price with other suppliers as we do not consider such 
a spot offering as establishing a market price. 

Very truly yours, 
STERLING P. SMITH, 
Manager, Canned Fruits and Juices Section. 
E. H. CLarkK & Co., 
San Francisco, Calif., November 25, 1959. 
REGENT Foon Co., 
San Francisco, Calif. 
(Attention: Mr. A. D. McNamara). 

Dear ADE: Please refer to your letter of November 23 concerning an offering 
made to you on January 19, 1959, on 24/2 R.S.P. cherries. 

Inasmuch as Safeway, Portland, was the only account using this can size, and 
since they were going to discontinue such can size on the 1959 pack, our prin- 
cipal, Hudson House, Inc., of Portland, Oreg., felt an offering to clean up the 
existing stock might be in order. 


However, Safeway Stores, Portland, ordered these cherries all in at the regu- 


lar price of $5.40 per case and did not take advantage of the January 19 
offering. 


The reason for the notation to “keep it quiet” was due to the fact that our 
principal wanted to dispose of this outdated can size without disrupting the 
R.S.P. cherry market. 

Yours very truly, 
EpwIn H. Ciark. 

Mr. Roosevett. So that as of November 4, 1958, you listed—and I 
will submit this for the record, if I may, without reading each copy, 
but so they may all be there, a total set-aside of 509,546, I presume it is 
cases, there by the Regent Food Co., of canned yellow cling peaches. 

Then in the next column you have listed the shipments to date, as 
of November 4, which amounts to 152,058. Percentage of the book- 
ings shipped was 29.8. Percentage of the pack year elapsed, 26.3, 
which I judge that you mean that these figures cover roughly, do they, 
one-quarter of the year? 

Mr. Smirn. Yes. The pack year was 26 percent along, and we were 
29 percent shipped. 


Mr. Roosevetr. So you still had roughly four times that to go; 
is that correct ? 
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Mr. Smiru. Three more times. 

Mr. Rooseve.t. And you make up these charts, in your instance not 
ona calendar year, but on a pack year ? 

Mr. Smirn. Yes, sir. 

Mr. Roosevetr. Do you do this by individual fruit ? 

Mr. Smirn. Yes. 

Mr. Roosevetr. In other words, if I am roughly correct, if it aver- 
aged out, you would be almost on schedule. 

Mr. Smiru. We were just about on schedule. 

Mr. Roosrvetr. My question then would be, “Do you maintain that 
position in a normal year, relatively as closely as this ¢” 

Mr. Smiru. Yes; as closely as we can. 

Mr. Roosevetr. So that there would be little excuse again—and we 
now have covered three of the major concerns—to say that any packer 
could honestly come before this committee and say that they discounted 
your bookings or set-asides 25 percent ? 

Mr. Smiru. I don’t believe that quite follows. In setting up our 
bookings, we are looking at our own picture, and we are attempting 
to put the merchandise there for our orderly withdrawal throughout 
the year. We attempt to withdraw as closely as possible from our 
canners on an equal basis. We can’t keep it that way all the time, but 
we do attempt to do it. Asa matter of fact, for that particular year, 
the last report that we had, dated June 29, which is just before we 
start our new pack year on July 1; on June 29 we had shipped 91.7 
percent of all of our peaches with all of our suppliers. And the dis- 
tribution was fairly even. There were a few that we had not done 
quite so well on. But we still had some time to go—because we are 
carrying our records—on a pack year basis which is not quite the way 
the crop comes in. On cling peaches our pack year is July 1 to July 1. 
We set them up at that time because we know the peaches will be 
coming in sometime during the month of July. Now, sometimes they 
come in during the second week of July, which is about as early as 
they come in, but occasionally not until the latter part of July. But 
nevertheless we maintain our records July 1 to July 1. So in the case 
of all of our activity on peaches last year, as of June 29, which was 
2 days before we were going to go into the new pack year, we were 
92 percent shipped, which would mean the reserve of 8 percent was 
there for our use until new pack peaches became available about 
July 15. 

Mr. Rooseve.r. In general, however, in spite of what you have 
said—I don’t think it is contradictory—your statement is that you 
try in the overall picture to come out pretty close to your original 
set-aside ? 

Mr. Smiru. We do. 

Mr. Roosevetr. All right. Now, let me draw your attention to 
this—Regent Food Co. canned peach position as of November 4, 1958. 
The percent pack year elapsed is 26.3. In tabulating the percentage 
of booking shipped in that first quarter of the year, against your 
total bookings to date, you vary on these rather amazing degrees. 
Escalon packers shipped you nothing in that period. U.S. Products 
shipped you nothing in that period. Mantica Canning Co. shipped 
you only 9 percent in that period. 
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On the other hand, F. M. Ball & Co. shipped you 40.9 percent. Flo- 
tell Products Co. shipped you 51 percent. Fruitvale shipped you 57 
percent. One little company, Frank Raiter Canning Co., shipped you 
100 percent of their total for the year. The Wood Canning Co. 
shipped you 44 percent. 

Why do you vary in such tremendous amounts from one to the other 
company if, as I must assume, they all have a packing year, they can’t 
vary that much in their operations, or have carryovers to that degree? 

Mr. Smirn. The Frank Raiter 100 percent was a carryover from 
the previous year as the canner was not in business in the current 
year—but he had some peaches which we carried from our previous 
reservation and were obligated to use. He did not pack any peaches 
at all. 

Mr. Roosevetr. What about Fruitvale, 57.3 percent? 

Mr. Smiru. In lining up supplies, we are buying from several] dif- 
ferent types of suppliers. We are buying perhaps from suppliers that 
pack peaches alone. We are buying from suppliers that pack com- 
plete lines of canned goods. In shipping orders against these sup- 
pliers, the zones send in their orders in a large number of ways. 
Usually they will come in in mixed cars, where peaches are only a 
small part of the car. There will be cocktail, pears, and so forth, in 
the same car. The preponderance of our orders come in that way. 

Now, those orders are normally placed with a canner who also has 
other items. We don’t buy the peaches one place and the pears and 
the apricots another place. We try to place the orders where we can 
have a logical quantity. 

Mr. Roosrvett. You have tremendous power over these people by 
turning the spigot on or off. 

Mr. Smiru. No; I wouldn’t say we have tremendous power over 
them. It is not power that we have. It is a selection of the logical 
canner to fit our requirements for moving the particular orders as 
they come in. 

Now, if we have a straight car of peaches, we would ship it with 
a canner who has just peaches, and Escalon is one we are only buying 
peaches from in the fruit department. 

Mr. Roosrvett. What about the Richmond-Chase Co. ? 

Mr. SmirH. They have a complete assortment. 

Mr. Roosreveir. How about Fruitvale? 

Mr. Smiru. Pears, peaches, cocktail. 

Mr. Roosrveur. They have a complete assortment, too. So you 
take Richmond-Chase and only give them 13.8. But you take Fruit- 
vale and give them 57.3 of your reservation of that year. 

Mr. Smiru. I don’t know. I would be guessing now. But there 
are other factors that come into this. Price can come into it. These 
canners are not always together on the same prices. 

Mr. Roosrvett. Would you supply the committee with the price 
at which you bought from Richmond-Chase Co. in this period, this 

uarter period as of November 4, and that for Fruitvale Canning 
Co. ? 
Mr. Smiru. Yes, sir. 
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Mr. Roosrverr. And assuming that it is the same price, or ap- 
proximately so, will you also then tell the committee in writing, and 
it will be under oath, of course, as if asked here, exactly why you would 
treat one company to a tune of 57.3 of your total bookings and the 
other 13.8? 

Mr. Smirn. There are other explanations other than price. The 
quantity of the booking itself has a bearing on it. 

Now, Fruitvale Canning Co., the booking on peaches was—— 

Mr. Roosrvetr. It was only 19,000. This one is 39,000, Richmond. 
If anything, they had a greater claim on you. 

Mr. Smiru. That is true. 

Mr. Roosrvetr. Is that true? 

Mr. Smiru. Yes, sir. 

Mr. Roosrvetr. Well, that one fell out the window. Try another. 
You see, Mr. Smith, what Iam getting at is, again, being very specific, 
the allegation is made before this committee, that you have tremen- 
dous power to turn the spigot on and off, and that gives you bargain- 
ing power on prices and everything else. And here would seem to be 
some evidence to justify such a charge. 

Now, if you have an explanation, I recognize that it is difficult to 
go back into the lists now, and we would be very happy to have you go 
back and make an explanation. 

Mr. Suirii. I would like to make a statement—the power possibly 
may bethere. However, it is never exercised as such. 

(The following letter was received subsequent to the hearing :) 

REGENT Foop Co., 
DIVISION OF SAFEWAY STORES, INC., 
San Francisco, Calif., December 4, 1959. 

Hon. JAMES ROOSEVELT, 

Chairman, Subcommittee No. 5, Select Committee on Small Business of the 
House of Representatives of the United States, House Office Building, 
Washington, D.C. 

Dear Mr. Roosevett: During my appearance before the subcommittee on 
November 11, 1959, you questioned me concerning the canned yellow cling peach 
position report I prepared as of November 4, 1958, which was submitted to the 
subcommittee pursuant to the subpena served on Mr. A. S. Rupert, manager of 
Regent Food Co. and my immediate supervisor, on September 17, 1959. Your 
questions related particularly to the different percentages of reservations shipped 
as of November 4, 1958, as between Fruitvale Canning and Richmond-Chase Co. 
In that regard, the position report reflected the following: 





| 


Adjusted Shipments Percent 
Packer reservation to Nov. 4, reservations 
1958 shipped 
Fruitvale Canning Co- ----------- Jecddattsnewbewweaad Srseacnated c 19, 665 11, 273 57.3 
Ris - ONAN OG. in. oo iden seen wn ceccsessncuncsedeousensen 39, 700 5, 476 13.8 





As you may know, the 1958-59 yellow cling peach crop was short, and most 
canners were required to prorate. As a result, our original reseravtions with 
Fruitvale Canning Co. and Richmond-Chase Co. were reduced by the suppliers 
in late September 1958, to the adjusted reservations set forth above. In our 
opinion, the percentages of the original reservations shipped as of November 4, 
1958. are a more valid basis for comparison, as shipments were made against 
the original reservations during July, August, and September, or for 3 of the 
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4 months covered by the position report. A comparison on this basis, also as 
of November 4, 1958, shows the following: 


Percent of 
Packer Original original 
reservation | reservation 
shipped 
IERIE CORI 0. 5 coc coin rac cccnncgkhh daveuecatdedbuauuadeheacesee 23, 600 47.7 
EFA COO dik cheese ceed atincinétenentiisemeddiemmateme 46, 000 11.9 


The canned yellow cling peach position report I prepared in the regular course 
of business as of December 26, 1958, reflects the following: 


Shipments Percent of 


Packer Adjusted to Dec. 26, adjusted 
reservation 1958 reservations 
shipped 
Eg ii pnicdustndenmnadiadopeleabienonsme 19, 665 11, 726 59. 6 
I TR oe in Sonhapecanunecescuuss oe au cweaad 39, 700 12, 671 31.9 





A comparison of the two position reports reveals that during the period be- 
tween November 4, and December 26, 1958, orders for 453 cases were placed with 
Fruitvale Canning as compared to 7,195 cases ordered from Richmond-Chase 
Co., and that the percentages of adjusted reservations shipped by December 26, 
1958, had increased 2.3 percentage points for Fruitvale Canning Co. and 18.1 
percentage points for Richmond-Chase Co. Shipments as of December 26, 1958, 
expressed as percentages of the original reservations, were 49.6 percent for 
Fruitvale Canning Co., and 27.5 percent for Richmond-Chase Co. 

The above indicates that, following my review of the position report I prepared 
as of November 4, 1958, I made a conscientious effort to place as many orders as 
possible with Richmond-Chase Co., in order to bring its percentage position 
more in line with that of Fruitvale Canning Co. 

The November 4 position report was prepared to enable me to determine the 
relative position of our reservations with our various canned peach suppliers, 
based on shipments during the first 4 months of the pack year. Such a report is 
necessary as day-to-day orders are placed on the basis of such factors as price, 
convenience (as, for example, where a supplier carries the assortment of items 
ordered by our retail division, permitting shipment without stopover charges), 
and rail routings (where consolidated cars are to be made up on orders placed 
with several suppliers). If, as a result of placing orders on the basis of such 
factors, my periodic position reports indicate that shipments against some reser- 
vations are lagging relative to shipments against other reservations, as was the 
case with the November 4, 1958, report, I make a conscientious effort to place 
future orders to bring the relative positions of our various supplies more in 
balance. 

It is difficult for me to recall at this time specific factors that influenced me 
during the portion of the 1958-59 pack year prior to November 4, 1958, to order a 
greater number of cases of peaches from Fruitvale Canning Co., than from Rich- 
mond-Chase Co. However, a review of my records indicates that the prices 
a by, and the assortments available from the two concerns were important 

actors: 

(a) Price: During this period, the two concerns were quoting identical prices 
on seven of the eight peach items on reservation. However, on the eighth 
item, 24 8-ounce choice sliced yellow cling peaches, Fruitvale Canning Co.’s price 
from September 5, 1958 to November 4, 1958, was $2.40, as compared to $2.45 for 
Richmond-Chase Co. As a result of this price difference, orders placed with 
Fruitvale Canning Co. for this one item amounted to 2,670 cases, or approximately 
~~ an of the 11,273 cases ordered from that concern prior to November 4, 

(b) Assortment: Richmond-Chase Co. does not offer No. 308 standard halves 
or sliced yellow cling peaches. As these products were in particularly short 
supply, our entire adjusted reservation of these products with Fruitvale Can- 
ning Co. was shipped prior to November 4, 1958. 
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The price difference on the twenty-four 8-ounce sliced yellow cling peaches no 
doubt also affected the ordering of other peach items, as our retail divisions 
ordinarily do not order just the 8-ounce size. 

Very truly yours, 
Sreritine P. Smira, 
Manager, Canned Fruits and Juices Section. 

Mr. Roosrvett. All I can say is that the record indicates that it was 
exercised as such, and without a proper explanation, I must assume 
that it was exercised. I am asking you to supply the committee with 
the explanation in order that we may reach the same conclusion you 
have reached. 

Mr. Smiru. If we looked at this picture on a different date, we 
would find a different picture. This 1s early in the season, when one 
car can make 10 percent difference. 

Mr. Roosevett. These are all up in the thousands of cases. 

Mr. Smiru. Well, Fruitvale, sir—I mean Richmond-Chase, we 
had shipped at that point 5,475 cases. A couple of straight cars of 
peaches would bring their percentage right in line with Fruitvale’s. 
And we get carloads of meen every week. 

Mr. Roosrvetr. This is still an important matter to them per 
case. You deal in such big things that maybe little things like cases 
are not important to you. But they are to the packer. The packer 
deals in cases. And sure, you get a tremendous volume of carloads. 
And maybe you have adopted the philosophy that maybe a few car- 
loads here and there don’t make any difference. But I can assure you 
the canner doesn’t think that. 

Mr. Moore. Mr. Chairman, will you yield to me, please ? 

Mr. Roosevetr. Yes. 

Mr. Moore. May I inquire as to this sheet that you have been dis- 
cussing with the chairman of the committee, and these bookings under 
the heading, “Bookings to Date,” where he is showing the discrepancy 
of the percents shipped, and so on—do you have with each of these 
companies named a firm contract at a firm price? 

Mr. Smiru. No, sir. 

Mr. Roosever. I think we can establish that very quickly, because 
this has all been brought out before. As I understand it a set-aside is 
considered a contract by nobody. It is considered by some to be a 
moral obligation. By most of you, is that correct? But until the 
shipping order goes out, there is no firm legal contract. Counsel, am I 
right ? 

Mr. Wipe. That is my understanding, Mr. Chairman. 

Mr. Roosevetr. That has been testified to over and over before this 
committee. 

Mr. Moore. Well, now, Mr. Chairman, I can appreciate that perhaps 
it has been testified over and over. And my only purpose in asking 
the question was to clarify in my own mind whether there was 
something unique about this man’s operation, or whether he legiti- 
mately fell within this open-end business that gave him this power to 
exercise that you talk about. Had his answer been otherwise—I was 
only attempting to discover for my own sources—this is a different 
operation from A. & P., or anything that has come before us. They 
have diversified divisions as far as buying and purchasing. And I 
didn’t know whether the same overall business applied to them. I 
assume now with the answer that it does. 
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Mr. Avery. Mr. Chairman, that sheet has been passing up and down 
the table—it never quite got this far yet. Mr. Smith, I don’t know 
how you would rate a packing company, but would you consider 
39,000 cases that you had under reservation or booking as you de- 
scribe it (you use those two words interchangeably, I understand) to 
Richmond-Chase, would you consider it a substantial portion of their 
business ? 

Mr. Smrru. I wouldn’t say it is a really large percentage of their 
business. I have no knowledge of what their total pack is. 

Mr. Avery. But certainly they have a good many other customers 
besides Safeway ? 

Mr. Smiru. Yes, sir. 

Mr. Avery. And the 39,000 reservationn wouldn’t necessarily prove 
to be a governing factor in their yearly operations. 

Mr. Smitx. I wouldn’t think so. 

Mr. Avery. What about Fruitvale—is it larger than Richmond? 

Mr. Sairu. I believe Fruitvale to be smaller than Richmond. 

Mr. Avery. So perhaps the 27,000 reservation there might even be 
more significant to them than the 39,000 was down below ? 

Mr. Smirn. Yes, sir. 

Mr. Avery. So actually, if there was any favoritism, it was exer- 
cised in favor of the smaller company ? 

Mr. Smirn. There was no favoritism. 

Mr. Avery. I said if there was. 

Mr. Sirn. If there was, that is correct. 

Mr. Avery. Thank you, Mr. Chairman. 

Mr. Roosrvett. Anybody else like to look at it? 

In order that we may just be sure we are talking about the same 
thing, it’s approved bookings or reservations. They are the same 
thing are they not? 

Mr. Siru. Yes, sir. 

Mr. Avery. That is as far as Safeway is concerned. We estab- 
lished in A. & P. it was not the same. 

Mr. Roosrvetr. Right. 

Mr. Smith, on October 16, 1957, vou got out for Mr. Rupert a 
memorandum entitled, “How To Sell Safeway.” And in that you 
made the following statements. 

“There is always room, however, for packers with”—and then this is 
in quotes “something to offer”—‘“and oftentimes purchases from casual 
suppliers increase to a point where a continuing business develops.” 
In the first place, why did you put “something to offer” in quotes, and 
what do you mean by that? 

Mr. Smitru. I can’t read my copy. 

Mr. Roosrvetr. Would you want to look at this? 

That wouldn’t mean Columbia bicycles would it? 

Mr. Smiru. No. Would you have any objection to my reading the 
whole paragraph ? 

Mr. Roosrvert. No. 

Mr. Smiru. The paragraph in its entirety states : 

Regent is anxious to maintain contact with all canned fruit packers having 
merchandise available for private label. It is true that a substantial percentage 


of our yearly purchases are placed with our regular suppliers who have made 
merchandise available year in and year out at competitive levels. There is 
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always room, however, for packers with “something to offer’ and oftentimes 
purchases from casual suppliers increase to a point where a continuing business 
develops. Regent is continually on the search for packers with a better prod- 
uct, improved packing methods, or new merchandising ideas. 

I think that last sentence explains what I mean. 

Mr. Roosrvetr. Well, my question then is—I don’t know whether 
you heard it, but you certainly must have read it. A fellow by the 
name of Max Rosenthal appeared before this committee, and said if 
he had something to offer he could get on the list of suppliers, and if 
he didn’t, he couldn’t get on this list. 

Mr. Smiru. I have had no contact with Max Rosenthal. 

Mr. Rooseveur. He didn’t say you did. But he said the trouble with 
the system was that if you wanted to break into the regular list of 
suppliers, the only way you did it was to have something to offer, 
in quotes, and you put it in quotes, not me. 

Mr. Smiru. There area lot of things that a packer can offer. 

Mr. Roosevetr. I am sure of it. 

Mr. Smrru. The quality of the product, a new packer coming in, 
just beginning to pack peaches—I have an example coming up this 
year. Sungarden Packing Co. has not packed clingstone peaches in 
the past. They have been a supplier of ours of freestone peaches. 

Mr. Roosreveutr. Why didn’t you say something different or novel 
or unusual ? 

Mr. Siru. This particular packer who has been a reliable source 
of ours on freestone peaches, starts packing clings. We are not look- 
ing for a new cling peach supplier. We have 21 of them, I believe. 
But this particular packer had something to offer. 

Mr. Roosevett. What did he have to offer ? 

Mr. Smirn. In our experience in working with him, he had the 
service, and he isa quality packer. 

Mr. Roosrvetr. I thought the idea is that he is going to be a new 
supplier. 

Mr. Smirn. He had been a packer of ours before on freestone 
peaches. 

Mr. Roosevetr. An occasional one? 

Mr. Smirn. No; aregular supplier of ours on freestone peaches. 

Mr. Roosrvetr. But this statement refers to— 

It is true that a substantial percentage of our yearly purchases are placed with 
our regular suppliers, suppliers who have made merchandise available year-in, 
year-out at competitive levels. 

Then you go on and say, which is the fellow you are now talking 
about—but I am talking about the fellow referred to in the next line— 
There is always room for packers with “something to offer” and oftentimes pur- 
chases from casual suppliers increase to a point where a continuing business 
develops. 

Tam talking about the new fellow. 

Mr. Sairu. Relating this to cling peaches, there has been periodic- 
ally and regularly, a shortage of standard half cling peaches. We 
very rarely can get enough of those. That is one reason we have so 
many suppliers of cling peaches on our books. If a packer were to 
come to me and say he wanted to be a cling peach supplier, and was 
offering cling peaches, and he had a substantial portion of standard 
halves, [ would be inclined to put him on the books. 
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‘Mr. Roosevett. If he had something to offer? 

Mr. Smirn. Yes; the standard halves of cling peaches would be 
the inducement to me to put this packer on as a new supplier. 

Mr. Roosevett. So what you are saying to me, Mr. Smith, is that 
it has no significance at all that you took the troube to put that in 
quotes ? 

Mr. Smiru. No; I think I have explained why I put it in quotes. 

Mr. Brown. Mr. Chairman—I am reluctant to buy this difference 
in quality story, because we had some canners in here who just testified 
that they bought from anybody and everybody, and all these cans are 
practically on the same standard, and there is no secret about how to 
pack this stuff out here. They just interchange from one to the other. 
There are just all kinds of gimmicks in this business, are there not ? 

Mr. Smit. You said you were reluctant to buy the quality story. 
We have a quality control department with six men out all the time 
inspecting the merchandise we buy, so we are sure we get the quality 
we think we are getting. 

Mr. Brown. You bought from Stokely this last year, didn’t you? 

Mr. Smirun. Yes, sir. 

Mr. Brown. Did you hear them testify that they bought from other 
canners? And they said it was the same thing. 

Mr. Suiru. For a canner to interchange merchandise is not un- 
common. It is not a large percentage of the canner’s product that 
comes from the other canner. 

Mr. Brown. Whatever it is, there is no distinction. There is a 
general standard, and all of the—let me say it this way—most of it 
is pretty high quality out here, is it not? 

Mr. Surru. No; I would challenge that. <A lot of peaches offered 

as choice cling peaches are not the type of merchandise we would 
want under our label. 

Mr. Brown. Well, from the ones that you make reservations with, 
though, they are pretty good quality? 

Mr. Suitru. We have had to cancel out reservations on the basis 
of quality. 

Mr. Brown. I can see how that can happen on occasion. Go on, 
Mr. Chairman. 

Mr. Roosrvett. We will let the record stand for itself on that. 

However, it does certainly substantiate to whatever degree any- 
body wants to believe it, a new supplier, in order to get in with you 
buyers, has got not to have the ordinary term, an unusual approach 
or something the company wants, but, “something to offer.’ 

Now, Mr. Smith, if I may leave you for a minute, and refer to a 
letter to Mr. Shellberg, on March 6, 1959. The Richmond Chase Co.— 
a fellow known to you as Joe—I think his name is J. R. Braden: 

As per your letter request of March 5, we are enclosing Hearts Delight labels 
covering the items that you mentioned. The writer was in to see you on 
Wednesday last, but unfortunately you were somewhere in the wilds of Utah, 
but he will be in again to see you in the very near future. In the meantime, if 
you have any lots of No. 303 standard tomatoes lined up for shipment, we are 
willing to meet the $2.35 price that was discussed with your Mr. Al Vanderhurst. 

Now, did Mr. Al Vanderhurst go out and say that if he was going 
to buy from Richmond Chase, he wanted a price of 2.35, or else he 
wasn’t going to buy? 
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Mr. Suewyeerc. Sir, I don’t have any knowledge of the discussion 
that Mr. Joe Braden had with Mr. Vanderhurst. What was the date 
of the letter ? 

Mr. Rooseve.tr. March 6, 1959, addressed to you, sir. 

Mr. Suewueerc. It refers to the discussion with Al Vanderhurst? 

Mr. Roosrvett. That is correct. Now, do you mean that when you 
got this letter, you didn’t ask Mr. Al Vanderhurst what conversation 
he had had with him? 

Mr. Sueviperc. We definitely did discuss it, but I do not know the 
general context of his conversation with Mr. Braden. I understood 
you asking that question. 

Mr. Roosevett. I asked specifically, Mr. Shellberg, whether or not 
the impression was not given to Mr. Braden that you would buy from 
him No. 303 standard tomatoes, lined up for shipment, at a $2.35 price, 
and that they would not be bought except at that price. 

Mr. Suetxpere. I believe that it could be answered in this way. 
That after receiving that letter, we compared the prices that were 
applicable to other reservations for the same item, and the price of 
$2.20 represented the going market price. And after discussing that 
with Mr. Vanderhurst, I assumed that the conversation was merely 
a conversation there that might have related to what the going market 
price was for the item. 

Mr. Roosevett. Wait a minute. He says that they are willing to 
meet the $2.35 price—to meet it. You quoted it to him. He is not 
quoting itto you. If there was a $2.20 price, why wouldn’t you quote 
him a $2.20 price ? 

Mr. Suerperc. I had not read the letter here. This does state, “We 
are willing to meet the $2.35 price.” I thought you read $2.20. 

Mr. Roosevett. No, sir, $2.35. 

Mr. Suetxipere. I will correct my statement. I just now have the 
copy of the letter in front of me. 

Mr. Roosrveur. Now, is it not a proper assumption of this commit- 
tee that it was you who stated a price of $2.35 to the Richmond-Chase 
Co., and not the Richmond-Chase Co. offering you something? 

Mr. Suetiperc. That was the market. And as I stated a few min- 
utes ago—— 

Mr. Roosevetr. Have you information that that was the market ? 

Mr. Suetyperc. Yes, sir. When I received this letter, after my 
return, I looked at our other reservations, I believe that is already 
recorded in the document here. And I found there were other quota- 
tions at $2.35. And I therefore adjusted our reservation accordingly, 
without any further discussion. 

Mr. Roosevetr. In order that your statement may be substantiated, 
will you furnish the committee with a certified copy of the arrange- 
ments from which you were buying from others as of this date at 
$2.35 ¢ 

Mr. Suetiperc. Yes, sir. I would be happy to. 
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(The letter and attachments are as follows:) 


REGENT Foop Co., 
DIvIsion OF SAFEWAY Srores, INc., 
San Francisco, Calif., December 3, 1959. 
Hon. JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5, Select Committee on Small Business of the 
House of Representatives of the United States, House Office Building, 
Washington, D.C. 


Dear Mr. RooseveLtt: During my appearance before the subcommitee on No- 
vember 11, 1959, you questioned me concerning the following statement that 
appeared in a letter I received from Mr. J. R. Braden of Richmond-Chase Co., 
dated March 6, 1959. 

“In the meanwhile, if you have any lots of No. 303 standard tomatoes lined 
up for shipment, we are willing to meet the $2.35 price that was discussed with 
your Mr. Al Vanderhurst.” 

To substantiate my testimony that the $2.35 price was the market price on 
No. 303 standard tomatoes, and that the discussion referred to by Mr. Braden 
related to Richmond-Chase’s meeting the market price, you asked me to furnish 
the subcommittee a certified copy of the arrangements under which we were 
buying this product from others on March 6, 1959. 

My records show that the $2.35 price had been quoted us by four suppliers 
(not including Richmond-Chase Co.) prior to March 6, 1959, and that prior 
to that date we placed with these suppliers 18 orders at the $2.35 price, totaling 
15,744 cases of 24/303 standard tomatoes. The offering and ordering dates, and 
cases shipped, are as follows: 














Supplier | First offering | Order date | Cases 
| at $2.35 | shipped 
| 

Digicwknetienacun saan moe Siamawcnthuwnsie dmaeemmecseseecabnaeet | Jan. 3,1959} Jan. 9, 1959 840 
sare Oe bois 840 

Jan. 21,1959 1, 344 

Jan. 22,1959 | 2, 050 

Jan. 29,1959 | 150 

he nee 600 

Feb. 10,1959 | 336 

Feb. 20, 1959 600 

ib intel ths deelinn tb data dened io astedubdbenieecapaatabaa Dts Testo iatialt ies Feb. 2,1959 | Feb. 6, 1959 1, 500 
Feb. 16,1959 252 

Feb. 18, 1959 250 

Mar. 3, 1959 1, 344 

Dina ied ce ie aann bat eeiAda iain eta neMacelebiel Feb. 4,1959 | Mar. 4, 1959 750 
Nees the Ls co. once ldundustdiehat edn knd eae dete ee se | ewes Feb. 5,1959 250 
Feb. 10, 1959 450 

Feb. 24, 1959 1,344 

Mar. 3, 1959 1, 500 

...00 1, 344 

| 


I hereby certify that the attached photocopies are true and exact copies of 
the faces of the invoices covering the transactions tabulated above. 

As we do not regard the contents of this letter as confidential, it is being 
submitted as part of the record. However, we feel certain that the four sup- 
pliers would regard the enclosed copies of invoices as confidential, as they identify 
the suppliers quoting the $2.35 price. These are, therefore, being submitted with 
the understanding that they will not be included as a part of the record without 
the permission of the suppliers named therein. 

Very truly yours, 
Gorpon E. SHELLBERG, 
Manager, Canned Vegetables Section. 
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3568-CV 


—_ 
be @C@UERAL OFFICES. 300 BATTERY STREET, SAM FRANCISCO 11, CALIFORNIA 


Ges F.E. BOOTH COMPANY INC. 
j-2a.s 


SOLD TO - 1-15 
REGENT FOOD COMPANY a Tae 
114 SANSOME STREET comenre 1/14/59 
SAN FRANCISCO 4, CALIFORNIA vounonosnwo SO2Q)ZONE 104999 
TERMS - 10 DAYS e 39.48 
ros BAY AREA 
CASE MARK 
SHIPPED TO 


2900 HOFFMAN BLVD., 
DELIVERED TO 











~~ Cases 











"| ~SOzEN Price AMOUNT 
= L a = senna hacia 
)3 GARDENSIDE STANDARD TOMATOES 1686 1.1% 1974.00 
XTC 
So: 4/6 of 13, SWELi ALLOW. 2.47 
201600 « 3.20%, LASEL ALLOW. aX 66.98 
FIRAP 
(887. SF 
' do 


MANIFEST ATTACHED # 9392 
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60-CV 


3 
F.E. BOOTH COMPANY INC. : | 





CRCRAL CPFICES: 200 BATTERY STREET, SAN FRANCISCO 11, CALIFORNIA 2 
a 
SOLD TO 
REGENT FOOD COMPANY care 1-12-59 
CANNED FISH DEPARTMENT onver care 1/9/59 
114 SANSOME STREET we Sa ee 105000 
SAN FRANC 4 TERM DAYS @ 39.48 
RANCISCO 4, CALIFORNIA en BAY AREA 
CASE MARK 
SHIPPED TO 
SA ORES, INC, 
_petiverteo ro ~MICHMOND J CALIFORNIA 
c~asms Pai 
— sic ace Na peti ein ieee. 
B40 24/303 GARDENSIDE STANDARD TOMATOES 1680 1.17% 
LESS: 1/5 of 1% SMX SWELL ALLOW, 2,47 


20160 @ 3.20M, LABEL ALLOW, ca 


MANIFEST ATTACHED # 937} ve 
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, 3609 -CV 


F.E. BOOTH COMPANY INC. 


GENERAL OPPICES 200 BATTERY STREET. SAM FRANCISCO 1! CALIFORNIA 





SOLD TO - 
REGENT FOOD COMPANY — 
i114 SANSOME STREET OROER DATE 
SAN FRANCISCO 4, CALIFORNIA YOUR ORDER NO 
Teams 
| ros 
| CASE MARK 
SHIPPED TO 











AJORES, INC. 
SENET i iMOND .) CALIFORNIA 
CASES en, = = Soman 7 Price AMOUNT 
1244 24/203 CARDENSIDE STANDARD TOMATOES 2688 1.17 3158.40 
XTC 
LESS: 1/8 of 1% SWELL ALLOW. : 95 
32256 ~ 3.20M. LABEL ALLOW, 107,18 | 
ar F 
63./ 
VIVVEOL 
_MANIFEST ATTACHED # 9433 29 
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3633 -CV 
F.E. BOOTH COMPANY INC. 


GENERAL OFFICES, 380 BATTERY STETET. SAN FRANCISCO 11. CALIFORNIA 


ow 
SOLD TO - 1-27-5¢ a sly 
REGENT FOOD COMPANY Seaijaing 


whe h DaTeE 
+14 SANSOME STREET ORDER DATE 1/23/59 


SAN FRANCISCO 4, CALIFORNI4 YOUR ORDER NO ST; ZONE 1359748 
TERMS > 1 DAYS 2 96.35 





ros uAY AREA 
2 eH8 on a CASE MARK 
9AFEV.AY STORES, INC. 
20)) WTIFE fr: 
SHIPPED TO i301 MXXX MI! E 
ra SQUTANA 
—DELIVERED TO 
ei SOS a ae ee T BpOZEN 7 Price | AMOUNT 
: 303 AXDENSIDE STAMDARD T \TOE 4317.50 
XTC 


be Ek t 2 >LL ALLOW. ° 
44 wv 3. « LASEL ALLOW, Ga. 163.46 
- 4654.04 


/ sie 
/ 


gl! 
1 yt 
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3668-CV 
FE. BOOTH COMPANY INC. 


@@CERAL OFFICES, 300 BATTERY STREET, LAN FRANCISCO 11, CALIFORNIA y 
f 
/ a 





SOLD TO - me 
REGENT FOOD COMPANY aoe, 
114 SANSOME STREET sauna 4 5) 
SAN FRANCISCO 4, CALIFORNIA ae 636 2 cae 6 15.60 
roe BAY AREA 
_ SAFEWAY STORES, INC. naan a 
SHIPPED TO 715 5 -OTRE 
DIEGO IFORNIA 
—DELIVERED TO 
cases | a 3 —_ ~ | + OOzE, “Tl —“waice | Ancunr 
300 
150 24/303 HIGHWAY EX STANDARD TOMATOES mamms1 «42% 427,50 
150 24/303 GARDENSIDE STANDARD TOMATOES 300 1.1% 352,50 
LESS: 1/8 of 1% SWELL ALLOW, -97 
7200 @ 3,20M. LABEL ALLOW. 23 ,04— 24,0 
166° 


WES 


_MANIFSST ATTA 


m 
Ss 
° 
a 
@ 
oD 


. 02 
fir Y 1959 nt of 
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: - 4 
hy, —_ 2) — J < 
» propuct® . 
SOLD TO 
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9773 -CV 
Gs FE. BOOTH COMPANY INC. 


GENERAL OFFICES. 380 BATTERY STREET. SAN FRANCISCO 1) CALIPOMN OY 


solo TO * REGENT FOOD COMPANY ogee XSES 
114 SANSOME STREET i oe OE 
SAN FRANCISCO 4, CALIFORNIA ree eee 5477 ZDNE 70604 
aie 10 DAYS @ 50.29 


ros BAY AREA 
CASE MARK 


SHIPPED T 


DELIVERED TY 


~~ Casas 





ait SOZEN Price | AMOUNT e 
501 24/24 EXXXENE GARDENSIDE STANDARD TOMATOES 1000 1.72% 1725.00 
\ 
S 336 24 3 GARDENSIDE STANDARD TOMATOES 67 


ESS: 1% SWELL ALLOW, S 
* JM. LABEL ALLOW, 4 Z 
x e M. LABEL ALLOW, y 76,94 
2437.66 
fn 1G 
—.. 
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soto tc - REGENT FOOD COMPANY 
SANSOME STREET 
SAN FRAN@TSCO 4, CALIFORNIA 


4 


SAFEWAY STORES, INC. 


swipreo vo BUTTE, 6 MONTANA 

—DELIVERED T 

~~Gases | ae z ——— 
600 24/24  GARDENSIDE STANDARD TOMATOES 
a” 2 ; ic 
600 24/303 GARDENSIDE STANDARD TOMATOES 


XTC 


OF 1% SWELL ALLOWANCE 
@ 4.00M LABEL ALLOWANCE 
LESS 144 @ 3.20M LABEL ALLOWANCE 


nw 


mm 
nvr 


ox 
» 
£ 


-BILL OF LADING ATTACHED 
CAR # PFE 61208 


FOOD DISTRIBUTION 


F.E. BOOTH COMPANY INC. 


O@CERAL OFFICES. 200 GATTERY STEBET, 44x PRAWCISCO 11, CALIFORNIA 


3836-CV 


pus 





-24-59 
OaTEe ie 
ORDER DATE 20/59 
DUR ORDER NO ONE 154343 
TERMS 
ros 
CASE MARK 
| SOzZEN ~ PRICE AMOUNT 
1200 1.7%” 2070.00 
mew 
1200 1.174% 1410,00 
4.38 
$7.40-— 
46.08 
108 .03 
3571.07 
;2b? 
—7+ 37 
330 Fie 
Ado = & «J 
C¥AcOv- an 
“" peCkiAs 
b2 
(7>, {3 
ZH 107 |, 





setae ntendaaed enon caanael 
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Re SORR 
Or : No. 3773 
JSttbock. Coopers Teoiseed 
P. O. BOX 948 PHONE LAmbert 3-6458 a oS 4 


MODESTO, CALIFORNIA 


Date February 17, 1959 
Seid te Regent Food Co. Terms 2% 15 days $70.50 open 
Address 114 Sansome Street Cosmin ta Wet? 
City San Francisco, California Buyer's Ne. D4K<< z8}22 - 
’ — 
Carrier PFE 4393 S.0. Ne 5590 


_ Routing Loaded in Sebastopol car. op" at SP Team Track 
for completion. (P&SRL NWP SP 


- 7 r = = = wa ee & 
Cases Sine Brand Grade 





Vere Ameunt 
1500 24/303 GARDENSIDE Std. Tomatoes 3006 1.17% 3525.00 
Less i/f swell allow. &.4l 
seen OO labels ¢ e20 115,20 119.41 
3405.39 
TOOC i: SO. $2 


45750 lbs. aa > > 1ay. £9 


43519—60—pt. 2, vol. 2——_14 
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Address 
City 
Carrier 


Routing 


TOOC 


686 


SMALL BUSINESS 


Regent Food 


Sansome Street 


rnia Buyese-Mo. 7793/2 79890 -2/16 


Sefeway Stores, 


GARDENS IDS 





PROBLEMS IN FOOD DISTRIBUTION 


fe Se Cate ove” No. 3906 


*. O. BOX M48 PHONE LAmber! 3-6455 


MODESTO, CALIFORNIA 3 


\ 


Date February 26, 1959 


Terms 2% 18 days $ 11.8) open 


Contract No 1477 


\ 
5.0. No 5708 


2900 Hoffman Slvd., Richmon 


ee 
rch d,/Cel 
\ / 


einem —— 
nae V ar om Deen Pree Ameurt 
Standard Tomatoes 252cs $ 2.35 § 592.220 
Less 1/8% Swell e,lowance o 74 
Lessx608 labels @ 3.20/M 19.35 20,09 
72011 
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Diack, Coopers Chowsees” 


~ 
P.O. BOX 948 PHONE LAcubert 36455 a 
MODESTO, CALIFORMIA ~/ 


Date February 26, 199 


Seld to  Rekent Food Cempany Terms 2% 15 days $ 11.75 épen 


Address 11, Sansome Street Contract No 1477 
City San Francisco, Celifornia Buyer's No., 7976/Z}062 - 
‘enna 
Carrier C.eT. Car to Safeway S+orea, n Diego. $.0. Mo 5709 
. Reuting eel” 
aa Cases Sae Brand ede y 7 v 2 ere | ? o 7 Te 
250 24/303 GARDENSIDE Standard Tomatoes 250ca $ 2.35 $ 587-50 
Less 1/8 Swell ellowance 073 
Less*6000 labels @ 3.20/M 19.20 19.93 
> S7 
05 
TOOC 
7625 lbs 
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Sold to REGENT FOOD COMPANY Terms 2% 15 days $63.17 open 
Address 114 Sansome Street Contract No. 1477 
City San Francisco, California Buyer's Mo. 8315 Z 9828 = - 3/3/59 
ig eee 
Carrier $.0. No 6011 
Routing Te C. G. treek @o Atohwend 
‘ ; “7 
Cases Sisco Brand Grade Varaty Doren Price Amount 
1344 24/303 GARDENSIDE Standard Tomatoes 134c = 2.35 $3158.40 
Less 1/8 % swell allow. 3.95 : 
Less 32256 labels @ 3.20M_103,22 107.17 
305! .23 
TOOC3 
¥.G46 x 4 y 5 t 
: yA» 
40,992 Ibs. 
Dr 
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PB. ©. BOX O46 PHONE LAmber! 3-6458 
MODESTO, CALIFORNIA 


No. 4108 
am 3h, 


Date March 12, 1959 
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FLOTILE Se 2, INCORPORATED 


wader Y/, 


TERMS: DUE u/1/ Pe 8 ae! Obs | 
Pay TO Te compen oF '/99 









hee Pl 


Protest Watred 


“3/1 1/59 3-68. 










mows 47.43 





PRESENT THROUGH Amount $ 2,290.78 






5 REGENT FOOD COMPANY FLOTILL PRODUCTS, INCORPORATED 
DIVISION OF SAFEWAY STORES, INC. 

114 SANSOME STREET 

SAN FRANCISCO, CALIFORNIA we 


AUTHORIZED SIGNATURE 


SAFEWAY DISTRIBUTION CENTER - 1301 4-MILE vue” MONTANA 





= Xx : 3416/59 ATSF 13134 " 
D/o. 394 07772 REGENT FOOD CO. CAR $/Q STOCKTON a 
29180 935 — . 
WEIGHT ” ASES ASE SIZE DESCRIPTION PRICE UNIT AMOUNT 
22500! 750 24/303 GARDENSIDE STD RND TOMATOES | 2.35 | cS| 1762.50 
6440 uO 10/8 | TOWN HOUSE FANCY TOMATO SAUCE | 4.35 | cs 609.00 
2371.50 
ESS 1/6% SWELL ALLOW 2.96 
2368.54 
LESS LABEL ALL _ ON: a 
»18,000 #202 @ 3.20M 57-607 
.10,080 # 8 @ 2.00mM 20.16 | 71.76 
2290.78 
CAN MARKS: : . 
TTEM WO 1: bP3u hy A 7 A3 
ITEM NO 2: My = 
<p W — 
sENT' DER 54 {592 Y ; re 
REGENT'S OROt 8 uf | o7h9 35 
ZONE DRDER ND. [5 -4s% 
Furtia} fr ss 
| 


ee. er 








Goods returned without our authority are at shipper's risk. Al claime for damage or shortage must be presented within 30 days. 


POINTER OY THE C1 ANOOER REGISTER CO FACING StYTeTER wa 
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MARTINEZ FOOD CANNERS, LTD. 


Cammaiis oF Mie Gnane 
FRUITS AND VEGETABLES 
». 0. BON 268 





SOLD TO Regent Food Company 


oaTe 
114 eansome Gtreet CAR NO 
San Francisco 6, Californie rouTinG = Safewas 
715 J 6t 
CONTRACT & 
Terms 
DRAFT THRU Open 
Fos cve O ARRIVE 
BROKER ‘i ‘ = Case 
CASES Size BRAND =  DESCR °7 On ome 
250 24/303 | GARDENSIDVE Tomatoes, Standard RP3 250 
| 
150 24/24 | GARDBENSIDB Tomatoes, Standard RP 3 150 


PEDUCTIONS 
sweisaicowance 1/8 of 1% 


LABELS ALLOWANCE ‘ 6,000 @ $3.20 
<3,600 @ $4,00 


SHIPPING MARKS 


oo 


CHARGES 
MARINE INSURANCE ONS 
FREIGHT PREPAID 





| 
| 


FREIGHT PAID ON LABELS 10 


AMOUNT OF ORAFT 


LOWFD ATER CAD CATE 


.Pebruary 10, 
Buyer*s Truck Pick 
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OR GPU 
ON OOCR RE 


5365 


| MARTINEZ, CALIFORNIA g o@ O 
| 9498a 


1959 


tores, Inc 


Calff,| 
and -2/5/48 
days $271.95 







PRICE AMOUNT 


2435 | 587.50 
| 3240 | 510,00 







TOTAL s “10976 50 
} 
1.37 
19.28 2 
| 1 «140 34.97 





s 1062.53 

ary. 

caluasaaaeiie 
Yo Ld 





~“ 
s | 1062.53 || 
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ae ee ee | 

ee ee INVOICE NUMBER 
MARTINEZ FOOD CANNERS, LTD. 5448 | 

CAnNNERS OF Hien Grace 
FRUITS AND VEGETABLES 8% 
P.O. BOX 268 
- 
MARTINEZ, CALIFORNIA 3 
- a —EE = 95L0A —— 
SOLD TO 


oavre reormuary c¢ 4 
canno. Lead Car Prki223 
routma Trailer NWX 374 


San Francisco, Calif. SP-NP 
CONTRACT Nd 886 -2 10/54 
TERMS << a $4 el y 


DRAFT THRU Open 


’ 8 DUE TO ARRIVE 
* 

BROKER ada —_ . adn E 5 . . 

ASES Size BRANC OESCRIPTION Rave PRICE AMOUNT 

| 
2 u/2s ADL DE DES, . RP2 | 2 . ° 
24/203 42 Dist J DE Tomatoe ., ‘ BES 12035 |105765 
} | 








TOTAL $ | 2009950 


DEDUCTIONS: 
SWELLS ALLOWANCE Ll 


| 
i 
i LABELS ALLOWANCE 
oesinbaniihcsicnenaceiililinidaeti F 4720 @ tlhe 
| en - ake 
» 10800 © 4362 


—_————“4 


CHARGES. 


| MARINE INSURANCE ON 8 
FREIGHT PREPAID 
FREIGHT PAID ON LABELS 


AMOUNT OF DRAFT 


POSITIVELY NO DISCOUNT ALLOWED AFTER SAID DATE 
= SS 





_——————— 








q 1220 
PHONES 152) 
1404 


| SHIPPING MARKS 
rc - 





BUSINESS PROBLEMS IN 


lly Sansome 
San Francisco 


GARDENSI DE 





CANNERS OF Hich Grace 
FRUITS AND VEGETABLES 
P.O. BOX 269 


MARTINEZ, CALIFORNIA 


Calif. 


DESCRIPTION 


Standard Tomatoes 


DEDUCTIONS: 


SWELLS ALLOWANCE 1/8 of 1% 3.9 


FOOD DISTRIBUTION 


== asst 


ORIGINAL 
INVOICE NUMBER 


MARTINEZ FOOD CANNERS, LTI 5471 


we 


9608A i 
Date Merch 2, 1959 
CAR NO Our Truck 
ROUTING Richnoad 
conranct 1294 -2/24,/59| 
TERMS oO» 10 Days $63.17 | 
DRAFT THR Open 
\ 
DUE TO ARRIVE \ 
Cases " 
ROEKN PRICE AMOUNT 
“~”» 


rP3 | 1344! 2.35| 3158.40 


IIe 
—s— 


| TOTALS “3158.40 \| 


LABELS ALLOWANCE x32,256 @ 3.20 = 107.1 


CHARGES: 
MARINE INSURANCE ON 6 
FREIGHT PREPAID 
FREIGHT PAID ON LABELS 


AMOUNT OF DRAFT 


POSITIVELY NO DISCOUNT ALLOWED AFTER GAID DATE 

















SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 999 


e 





|| pronase 1356 ~ ORIGINAL j 
Hi H- +4 INVOICE NUMBER | 
; 5563 


\ CANMERS OF HIGN Grace 
| FRUITS AND VEGETABLES 
I P.O. BOX Bee 


MARTINEZ, CALIFORNIA 
| 














} 964h1la \ 
f — ee = —————— ee 1 
SOLD TO Regent Food Co, pate March 12, 1959 i 
114 Sansome Street CAR NO Buyer*s Truck 
San Francisco, Calif, ROUTING Safewa res 


| Jao hageles | 
| CONTRACT HONQZ ND /127 29 eee /3 /59) 
| TERMS € ays $70.50 \ 
| | 


DRAFT THRU Open 





| *.0.8. DUE TO ARRIVE 
| 
ST nam , Case _ — 
i _CASES _Size __SRAND o mn _ DESCRIPTION SERK PRICE AMOUNT 
I 
| 1500 24/303)| GARDBNSI DB Standard Tomatoes RP 3 | 1500| 2.35!' 3525.00 
| | | 
\ | 
| | | 
| 
| | 
| | | 
} 
|| | 
i 

| 
be id 
| 
\| } | 
| | | 
| } | } 
| | | eli 

| % or 6 3 


i a 
| 
SSS = — pc +—— — = . 
| TOTALS 3525.00 
| DEDUCTIONS 
| SWELLS ALLOWANCE 1/8 of 1% | bo At! 
| | 
LABELS ALLOWANCE: > 36000 @ 3,20 £215.20 319.61 
| SHIPPING MARKS i oil 
| 7 i 
| 4) f | 
} 4\\ 
| } . a “ i _| 
\ | : 9 | 
| | } * 8) 52 39 | 
| ee a aa r CHARGES | P w5.3 
4 ’ : FO 9-1 
MARINE INSURAMCE ON 8 } oot 
FRUGMT PREPAIC } —_—s aa 4 FY, 
FREIGHT PAID OW LABZLS _ Vy ag | 
SL I 
AMOUNT OF DRAFT s $495.39) 
PasiTIvFLY KO D1eC LLOWED ATER GAIG DATE 
ali ee *: = 
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‘80 


ORIGINAL 
puany 198: 


INVOICE NUMBER 
MARTINEZ FOOD CANNERS, 5575 
Cannane oF Hien Grave 


FRUITS ANO VEGETAGLES 
*. 0. BOR 2006 


MARTINEZ, CALIFORNIA 








9642A | 
SOLD TO Regent Food Co, pate March 16 1959 
114 Sansome Street CAR NO Ou 
San Francisco 6, Calif, ROUTING calif, 





CONTRACT 


TERMS 


10 Vays $63.17 | 


ORAFT THRU Open 


Fos OVE TO ARRIVE 
_ BROKER tl s Cages _ 
CASES Size BRAND CESCRIPTION ee J 7 PRE" _PRICE AMOUNT 
; 1344 24/303 |GARDENSIDB Standard Tomatoes RP3) 1344) 2.35 | 3158.40 














y, 
oy 7 | 
4 | 
Po 
| 
| | 
| | 
F ==> a 
DEOUCTIONS 
SWELLS ALLOWANCE 1g8 of 1% 
LABELS ALLOWANCE 32256 @ 3.20 
f SHIPP NG MARKS - 
l Bea aecd = s| 305162 
ae CHARGES | “23 


I MARINE INSURANCE ON 6 
FREIGHT PREPAID 


6317 


FREIGHT PAID ON LABELS 





AMOUNT OF DRAFT 


POSITIVELY MO DISCOUNT ALLOWED AFTER BAID DATE 
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Mr. Roosevett. Thank you. Not the offers, but the actual pur- 
chases. 

Just to come back to this general practice in the industry, do you 
have a Mr. Wickland in the Regent Co. ? 

Mr. Rupert. Yes, sir. 

Mr. Roosevett. Mr. Wickland wrote to Mr. Henry Abts on March 
18, 1959, in which he states : 

We cannot, however, give you labeling instructions at this time, since your 

current price of $9.50 per case is not competitive. There are five west coast tuna 
canners quoting less on light chunks. If you wish to hold these 11,000-odd cases 
for us unlabeled, subject to prior sale, you may certainly do so, although we 
would appreciate your advising us when you ship any portion of this block in 
other directions so that we will be able to adjust our figures accordingly. 
In other words, just as in these other things, light chunks of tuna 
are labeled with your label here, and they may turn up with somebody 
else’s label in the other place. The manufacturer does the same thing 
as we have had evidence happens in these other products; is that 
correct ¢ 

Mr. Ruvert. That is correct. 

Mr. Roosrvett. Thank you. 

Mr. Shellberg, Mr. Moore has suggested that you might want to 
comment on testimony yesterday and the material submitted to the 
committee, if you are the same Mr. Shellberg he was referring to at 
thattime. Are you? 

Mr. Witpe. Speaking about the testimony of Mr. Max Rosenthal? 
Mr. Shellberg was not here in the morning session, Mr. Chairman. 
He didn’t arrive until the afternoon session. There were several mat- 
ters involved in the testimony of Mr. Max Rosenthal, where he either 
named Mr. Shellberg specifically or named Safeway. And although 
the reporter does not have a copy of the tape for yesterday, I have 
some notes as to what the subjects were. If Mr. MacIntyre has them— 
I am in a position where I can’t examine the witness, you understand. 
Iam merely suggesting that these subjects be covered with the witness, 
because we are anxious to get the record straight on them. 

Mr. Roosevet. That is fine. I thought possibly Mr. Shellberg 
would want to comment on it. And I thought, in fairness to him, we 
would give him the opportunity to do so. 

Mr. Witpe. May I goon? 

Mr. Roosrvett. Certainly. 

Mr. Wipe. The first item involved, as I recall, testimony in the 
course of which Mr. Rosenthal said that he had been receiving some 
business from Regent Food Co., a small amount, and that he followed 
it up with a call on Mr. Shellberg, and during the course of the dis- 
cussion Mr. Shellberg is supposed to have asked Mr. Rosenthal as to 
what Mr. Rosenthal’s program was, or what the program of the Aron 
Canning Co. was. And that, following that, Mr. Rosenthal learned 
that—allegedly—what Mr. Shellberg was trying to get was unearned 
advertising allowances, soliciting that, also a damagd merchandise 
allowance of a fictitious nature. I was not able to follow on all of 
his testimony. It was rather general and rambling in some respects. 
But that was the general sense that I got out of that particular 
part of it. 
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Mr. Shellberg will be pleased to testify as to the allegations that 
were made by Mr. Rosenthal as to that particular matter. There are 
some others. 

I would like to get that out of the way first, if I may. 

Mr. Roosrverr. Certainly. Mr. Shellberg, you may testify. 

Mr. Sueciperc. First of all, I should like to clarify the period, if it 
is possible, that he has reference to—that is, what time. And I don’t 
know that that has been indicated. 

Mr. Witpe. Mr. Rosenthal said it was in 1951 or 1952. 

Mr. Roosrvetr. The letters he submitted refer to transactions in 
1954. 

Mr. Winner. This was the conversation, Mr. Chairman, that he 
claimed he had with Mr. Shellberg, after he had had a small amount 
of business with Regent. 

Mr. Moore. I inquire, Mr. Wilde, whether or not this occurred at 
a time in Mr. Rosenthal’s testimony when he said he had been doing 
business—and I am not certain it is with Regent—for a period of 
17years. 

Mr. Wipe. It was the opening part of his testimony, shortly after 
he referred to Mr. Paxson of American Stores. That was the context. 

Mr. Moore. May I further refresh my recollection—and I assume 
the committee’s recollection—Mr. Rosenthal, I believe, indicated that 
he just got tired of paying 30 cents a case allowance, and he called him 
up on the phone and said, “The 30 cents is all you are going to get, 
from here on out it is at this price.” Was he at that time talking about 
Safeway ? 

Mr. Wipe. Yes, sir. He was talking about Mr. Shellberg, Regent 
Food Co.—the part you are talking about—the 30 cents allowance, 
came a little later. 

Mr. Moore. But it was with his relationship with Safeway or 
Regent Food Co. ? 

Mr. Wupe. That is my recollection. 

Mr. Roosrverr. Would you discuss that specifically ? 

Mr. MacInryre. Mr. Chairman, my recollection of that particular 
point of the witness’ testimony was directed to a conversation he said 
he had with a Mr. Bud Pabson of American Stores, and not to Mr. 
Shellberg. He came in to Mr. Shellberg in his discussions about the 
correspondence the chairman now has in his hands ;, about some conver- 
sations he had about this tomato paste. 

Mr. Wipe. He made practically the same accusations about Mr. 
Shellberg as about Mr. Paxson, Mr. MacIntyre, unless my ears are 
deceiving me and my notes are incorrect. 

Mr. Roosrverr. Well, lacking anything but notes from you, and the 
specific record of yesterday, at this time, Mr. She berg, w ‘ill you refer 

specifically to the corresponde nee, and talk about the correspondence 

you had with Mr. “ nth; ul in 1954? One letter was addressed to 
Mr. Albert Vignolo, Jr., yee 18, 1954. There is another letter 
of November 12, 1954, diacened to Mr. Max Rosenthal. 

Mr. Wirpe. Mr. Shellberg has a copy of the first one, but he doesn’t 
have a copy of the second one, Mr. Chairman. 

Mr. Rooseverr. All right. 

Mr. Witpe. By the w ay, the first letter—the one he has a copy of— 
was written to Mr. Albert Vignolo, Jr., West Coast Packing Corp., 
which was a predecessor of Aron Canning Co., as I understand. 
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Mr. Roosrvettr. That is right. He submitted it as evidence of what 
he was talking about. 

Mr. Moore. Mr. Chairm: in, I believe, Mr. Rosenthal indicated that 
this Vignolo was his agent in Los Angeles. That is the way he kept 
referring to him. 

Mr. Suetueerc. I think we have gathered up enough notes here, 
and I think you will have to admit that it is a little confusing to try 
to pick up the notes that Ihave. But I want to honestly represent the 
facts to you, to the best of my knowledge here, to clarify any points 
while we are all together here, so you will know the facts as best I can 
give them to you. 

First, of all, let me comment on Mr. Wilde’s first reference, 51-52. 
As Mr. Wilde stated, Aron Canning Co. had been doing business, 
a little business, with Safeway. 

Mr. Roosrvett. A little business from your point of view? 

Mr. SueiueerG. This is my recollection. This is my point of view. 
And I want to talk to that point at issue—reference 1951~52—which 
had to do with the packer’s brand, and we want to clarify the records 
in that in our position we received from the divisions once each year, 
prior to the pack season, as you have been told by other buyers, the 
estimated needs. And that is a function of our setup, to report 
to the packers the brands that our divisions have requested. 

Now, this information is passed along, representing estimated re- 
quirements, not a firm contract, not a purchase, but what the divi- 
sions had looked over their past year records and ascertained what 
they could use for the following period. This is merely a service 
that Safeway has been functional in supplying not only on these 
brands, as a packer brand, but also the national brands. 

This information was given him, and very likely was given in a 
letter. I attempted to get that from our records, but could not find 
where we had supplied any letter or any information along those 
lines. 

I couldn’t give you estimated quantities from recollection, because 
it goes back quite a few years. And we handle a lot of items, and it 
ishard to guessonthat. That is point No. 1. 

Now, reference the letters that he referred to. I think you should 
know, in case Mr. Rosenthal did not clarify it, that they acquired 

the West Coast Packing Corp. 

Mr. Roosevetr. He made that clear to us. 

Mr. Suevieerc. And that we had been buying our supplies for 
the southern division, Los Angeles, and San Diego, under the Cam- 
pania brand, through the retail divisions. 

As a functional duty, again, we would receive those estimated fig- 
ures each year, in the beginning of the pack season. And they were 
passed along to the West Coast Packing Co. 

Then the letter has reference to, specifically, a quantity of Destino 
paste that had been set up, which is a Safeway brand, or was a Safe- 
way brand, and now has been changed to Town House. 

The letter issued on October 18, to Mr. V ignolo, merely confirms the 
conversations that we had had on a visit earlier to our office, at which 


time we had discussed the prospective needs of both Destino and also 
this Campania. 
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Then at that time he necessarily wanted to know what the quantity 
would be, and also prices. And we are not in a position to quote 
any prices prior to the time that prices are quoted by the packers 

nerally. 

e The eben of this letter reads that we stated here that— 

In line with your conversation, believe that market price should be $3.20 per 
case, starting all orders issued on October 25. 

Mr. Roosevetr. Yes. But, Mr. Shellberg, you have bought from this 
man. You have confirmed it. You have bought from this man prior 
to October 25 of this year—you are very happy to pay $3.10 a case. 
But in the last paragraph you say “In line with our conversation” — 
so we will be in a little better position than the next guy that comes 
along, raise your paste 10 cents to $3.20. Aren’t you getting into the 
pricing field when you do that ¢ a. 

Mr. Sueiiperc. I hardly believe so. Here on October 18, which is 
30 to 45 days since opening, prices have probably been quoted by a 
number of packers, and the markets also have established pack and 
prices. This $3.10 price represented the price for the previous pack 
period. And during the visit, and also on the telephone were the 
discussions about the change for the new pack period. 

Mr. Roosrvett. Wait a minute. You didn’t say when the new pack 
period comes up. You said that beginning 7 days from October 18 
you think all these orders should begin. It has nothing to do with the 
new pack period. “All orders issued on October 25.” 

Mr. SuHeixperc. Sir, I don’t know where these prices change rela- 
tively speaking during the announcement of prices for new pack. 
But we try to maintain all of our reservations on the going market 
price. And very likely, if I were able to check our records, pack in 
1954—-very likely we would find that the going market price, during 
this interim period that you question, was not some other price. It 
may have been just $3.10 for this packer and others. I have no way 
of knowing this information. 

Mr. Roosevetr. That is not my point. My point is I have not ques- 
tioned that you were buying above or below the market price, up to 
the date of this letter, of October 18. You have agreed to buy at $3.10. 
That is as clear as it can be. But you then suggest to him, you, the 
great big powerful Regent Co., suggest to him that 7 days later let’s 
have a price 10 cents higher. That is not a new pack price. 

Mr. SHetiperc. The packing is still going on. 

Mr. Rooseverr. Absolutely. It is the same pack, going right on. 
And you are telling him, and suggesting to him to protect yourself in 
the future, so that maybe it will be 10 cents higher, that the people 
who have to buy 7 days after that, you want to start out and get a 
market of $3.20. I don’t blame you for doing that. But I would 
admire you more if you said so frankly. 

You have suggested specifically in this paragraph, and I don’t see 
how you can today know it, that you believe that he should set the 
market price for all orders 7 days from October 18 at $3.20 a case. 

Now, how can you today know that? 

Mr. Sueixperc. I believe that was not the intended purpose in the 
letter. “In line with our conversation, believe the market price should 
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be”—and that is based upon the information and knowledge we have 
on quotations from others for the same product. 

Mr. Roosrve.t. But it has not yet happened yet. This date has not 
arrived yet. It is 7 days away. 

Mr. SHeiiperc. Well, that is the current price. 

Mr. Roosevettr. A current price, 7 days from now ¢ 

Mr. SHELLBERG. Well, we were establishing a price to be effective. 
I understand your point there. But there is no intent to— 

Mr. Roosrvetr. You just said you were establishing a price. And 
you are participating in trying to establish a price; are you not? 

Mr. SuHewxpera. I believe the price is already cobabtiahed. 

Mr. Roosevett. No, it has not been established. You are suggesting 
to him this is what it is. 

Mr. Suewizere. I based it on the market price. 

Mr. Roosrvettr. You believe the price should be. You didn’t say 
will be. You didn’t say it has been determined that it will be. You 
said it should be. 

Mr. Shellberg, I don’t want to—I will have to let the record stand 
as it is, sir. If you care to submit any supplementary documentation, 
or statement, the committee will be glad to receive it. 

Mr. SHEeuuBeERG. I believe, sir, if you allow me to make just one fur- 
ther comment, that it states very specifically it was confirming our 
conversation, which was on the telephone—the price that the packer 
was willing to go along and quote, and did quote. 

Mr. Roosevett. It stated that with relationship to the $3.10 without 
any question. And just to follow up—I don’t want to say that this is 
an item which is an isolated item. Let me draw your attention to your 
interoffice communication, Mr. Shellberg, from Mr. A. S. Vander- 
hurst to you, of March 8, 1957, “Supplier Company Interviews.” And 
then on the next page of that, referring to Utah Canning Co., Utah 
operations, under the heading “X Standard Tomatoes,” “We requested 
competitive prices of $1.40 on 303’s, and $2 a dozen on 214’s.” 

Now, if I may, we will turn to one last thing, and then leave this 
alone. 

Mr. Morrison, in a letter of yours of September 22, 1959, to Mr. 
Homer Replogle of American Home Foods, you stated— 

Thank you for your letter of September 18 describing your fall advertising 
program on Chef-Boyardee Spaghetti Dinners. Enclosing copies of your profit 
incentive agreement form, CB-105. In view of the fact that your profit incentive 
agreement requires no advertising or display or other services on the part of 
the retailer in order to qualify, the offer appears to be in effect a temporary 
price adjustment which would not normally be announced by bulletin from this 
office. We, therefore, suggest that your representatives present this agreement 
direct to all of our U.S. operations. 

Was it presented to your knowledge to any other customers of Ameri- 
can Home Foods? Have you anything to document that it was, before 
you went ahead and had it presented ? 

Mr. Morrison. Mr. Chairman, on the agreement that was referred 
to—what was the number of this agreement ? 

Mr. Roosevett. Profit incentive agreement form CB-105. You have 
made a statement that this would not normally be announced by 
bulletin from this office. 

Mr. Morrison. That is right. We announce advertising and display 
offers, but this was—— 





1006 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


Mr. Roosevetr. You suggested that they present them direct to 
your other U.S. operations. Did you have any information which 
would lead you to believe that that form was presented to anybody 
else except Safeway ? 

Mr. Morrison. The agreement of American Home Foods formally 
states that. Do you havea copy of the agreement there? 

Mr. Roosrvetr. No; I don’t believe we do. That is why I was 
asking. 

Mr. Morrison. The one I have here—if it is the same form—says 
“American Home Foods offers this agreement to all direct buying 
customers.” 

Mr. Roosrvettr. Now, does that mean it is sent directly to them, and 
from that it becomes general knowledge? 

Mr. Morrison. Yes, sir. 

Mr. Roosevett. Isee. Thank you, sir. 

Mr. Brown. Just a short statement, Mr. Chairman, and then a ques- 
tion or two. 

I never cease to be amazed at how these directors keep conning these 
canners and growers into this game. The growers cut their price on 
peaches about 25 percent in 3 years, hoping they would sell more 
peaches because the lower price would encourage more demand. 
We had a representative of the growers who came in here and said, 
early this week— 

Our customers, during price negotiations for canning peaches, point out to 
us the price limitations that are created by virtue of the willingness or un- 
willingness of buyers to become enthused about canned cling peaches at various 
levels of prices. We are fully aware of the operation of the law of supply and 
demand. 

So they cut the price, tried to keep it competitive. Then the canners 
processed and cut their price a little bit. We have seen evidence of 
where they have cut it 20 or 30 cents a case. And now the record is 
just replete with cities like Washington, D.C., and Raleigh, N.C., 
where there were no changes made in the consumer level price at all, 
so there couldn’t be any increase in demand. And yet these growers 
are stuck with 25 percent lower prices. And I guess if they just gave 
the peaches to the canners, it still costs about 27 cents a can at the 
store. 

Yet, the growers come in here and make this statement— 

We have been impressed by the tremendous competition by the various food 
directors. It is this keen competition that has forced already closing margins 
lower each year, and has brought to the American consumer low cost food 
products. 

And yet, we can’t prove that in the record of these prices. 

Now, my question is, Mr. Wilde—you are familiar with your com- 
pany’s financial position and so forth, generally. Is Safeway making 
more money this year than they made 5 years ago? 

Mr. Wixpr. Yes; there are. They are getting up to par. They 
were way low on the totem pole for a number of years. 

Mr. Brown. Every year there has been an increase, hasn’t there? 

Mr. Wipe. Beginning in the latter part of 1955, we have been im- 
proving our position, getting back to what should be normal. 

Mr. Brown. There is nothing wrong with making money in my 
book. T like to see people make money. I would like to see some of 
these growers and canners make a little bit, too. 
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Now, in the last 2 years, has Safeway been offered by any sup- 
plier a so-called damaged goods allowance that was in reality more 
than just an allowance to cover damaged goods, and was really a 
price cut? 

Mr. Witpe. Not tomy knowledge or information. 

Mr. Roosrver. I don’t think ‘that is a proper question to you. I 
think it is more a proper question to probably Mr. Rupert. 

Mr. Brown. Just anyone at the table. 

Mr. Rurerr. Not to my knowledge. 

Mr. Wipe. The accusation was made against Mr. Shellberg ac- 
tually. 

Mr. Roosrvettr. Well, Mr. Shellber Z let’s put Mr. Brown’s ques- 
tion directly to you. Have you at any time negotiated or agreed to a 
damaged goods agreement not based upon the specific damaged goods 

case, but being i in terms of dollars and cents over any given period? 

Mr. SHELiBera. No, sir. 

Mr. Roosevetr. You have not? 

Mr. Sueiiperc. No, sir. And I would like to add a statement in 
that connection also, with reference to the testimony given by Mr. 
Rosenthal—that we made no requests nor did we seek any allow- 
ances along the lines of his testimony requesting such an allowance 
in any fashion or form. 

Mr. Roosrvetr. But, not limiting your answer to him, there are 
no other instances in which you have participated in any manner in 
securing a damaged settlement basis not on the damages, but on a 
dollars and cents basis over a period ? 

Mr. Suetiperc. With reference to that specifically, that is emphat- 
ically no 

Mr. MacIntyre. Mr. Chairman, may I ask the witness a question 
on that? 

Mr. Roosrvett. Yes. Counsel may want to say something. 

Mr. Wixpe. Mr. Chairman, my attention was called just a few 
moments ago, when you referred to Mr. Shellberg 

Mr. SHevxBerG. It was the last letter you read, which I didn’t have 
in my hands. 

Mr. Wipe. “Supplier Company Interviews,” in which you quoted 
an abstract that appeared under the heading “X Standard Tomatoes, 
Utah Operations”—that means extra- -standard tomatoes. The open- 
ing line reads “We requested competitive price of $1.40 a dozen,” 
and as I understand, when you quoted that, or paraphrased it, the 
word “competitive” was not repeated. And I want it emphasized that 
“competitive” appeared there. 

Mr. Roosevetr. Fine, sir. 

Mr. Brown. Was this answered previously or not? I will ask it 
again. In the past 3 years, has Safeway charged or received pay- 
ment from any supplier for preferred displays in any of your stores? 

Mr. Morrison. I could answer that by this statement. 

We have been offered a great many agreements, based on perform- 
ance through special display. And I assume that our various zones 
have ac cepted a number of them. 

Mr. Brown. But we would have to get that information from the 
zones as such. 


43519—60—pt. 2, vol. 2 





15 











1008 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 

Mr. Morrison. That is right. 

Mr. Brown. To see whether it was really a bona fide deal or just a 
price cut. 

Mr. Wipe. Mr. Brown, Mr. Morrison’s function is just to dissemi- 
nate information. He doesn’t have anything to do with the decision 
of whether they are going to perform or not. 

Mr. Brown. There is no one at the table who can answer that / 

Mr. Wipe. That is right. 

Mr. Brown. We will have to get that information from the zones. 

Just one final comment. The law of supply and demand has really 
been amended in the modern economy, hasn’t it? 

Mr. Moore. Mr. Shellberg, do you know Max Rosenthal? 

Mr. Sueiiperc. I would recognize him. Would you clarify me on 
the point of—I saw him yesterday. 

Mr. Moore. Do you know him? 

Mr. Suetieerc. | don’t know him well enough to say that I know 
him like I do many of the other suppliers that we are doing business 
with. 

Mr. Moore. Have you ever had any direct business dealings with 
Max Rosenthal? 

Mr. Sueixipera No, sir. 

Mr. Moore. That is all I want to know. You recognize Max Ros- 
enthal as an individual that previously was in the business of canning 
tomato puree, I believe. That is the one I am talking about. 

Mr. SuHeiiperc. Yes,sir. Paste only that I know of. 

Mr. Moore. Did you ever deal with him directly to make any pur- 
chase of his tomato paste ? 

Mr. Suevieerc. The only business transactions I have had with 
Max Rosenthal were in the way of passing along the estimated re- 
quirements by letter to the company, and one call that he made in my 
office. 

Mr. Moore. You mean a personal call ? 

Mr. SHertipere. Yes, sir. 

Mr. Moore. Did you ever have any telephone conversations with 
Max Rosenthal ? 

Mr. SuHeiveerc. I don’t recall any. 

Mr. Moore. I have no further questions. 

Mr. Avery. I have no questions, Mr. Chairman. 

Mr. Rooseverr. Mr. MacIntyre? 

Mr. MacInryre. I would like to direct first this question to Mr. 
Wilde. And this is being asked in the light of an answer that was 
given by Mr. Shellberg about these damage allowances and every- 
thing. 

What was the date of the findings in the Fort Worth case in the 
U.S. district court against Safeway ; 

Mr. Witpe. The findings ? There was no testimony taken in that 
case. There were no findings, Mr. MacIntyre. 

Mr. MacIntyre. What was the date of the decree ? 

Mr. Wipe. Of the consent decree, in the civil case? As I remem- 
ber it was December 7, 1957. 

Mr. MacIntyre. 1957? 

Mr. Wixpr. Right. 
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Mr. MacIntyre. What was the date of the verdict in the criminal 
case ¢ 

Mr. Witpr. There was no verdict in the criminal case. That did not 
go to trial. 

Mr. MacIntyre. And what was the basis of the consent decree of 
1957 2 

Mr. Wipe. The basis of it? You mean the terms of it? 

Mr. MacInryre. Yes, sir. 

Mr. Wixpr. I can give you a very short synopsis of that. 

Mr. MacInryre. I am not asking for a synopsis. I am saying 
didn’t you agree to its entry ? 

Mr. Wipe. Certainly. 

Mr. MacInryre. All right. Now, didn’t one of the provisions there 
run against Safeway engaging in the inducing and knowingly re- 
ceiving of preferred treatment from suppliers? 

Mr. Wiper. No sir; there was no such provision in it. I have here 
a copy of our 1957 annual report. 

Mr. MacInryre. And it has the consent decree in it? 

Mr. Wipe. No, it does not, Mr. MacIntyre. It has a summary of 
the principal provisions of the consent decree. It is included in that 
report for the purpose of informing our stockholders of those provi- 
sions. If you want me to read them, I will be glad to. 

Mr. MacInryre. I don’t believe the committee will have time for 
you to do that, but I wish you would submit it for the information 
of the committee. 

Mr. Wixpr. I will give it to you later. 

Mr. MacIntyre. I think the committee members will be interested 
in what Safeway agreed not to do in the light of what Mr. Shellberg 
has answered. 

Mr. Witpe. Our consent decree has nothing to do with procurement, 
Mr. MacIntyre. You will find the summary here on page IV, under 
the heading “Litigation.” I have additional copies. I don’t have 
them with me—but I will be glad to supply them. 

Mr. MacInryre. I think the members of the committee will be able 
to read this one. 

Mr. Chairman, I would like to offer for inclusion in the printed 
appendix to the record additional documents. They are the ones that 
Mr. Yerby of Cal-Packing Corp. was questioned about. They are in 
the form of correspondence between him and the Regent Food Co., 
treating them the same as we do those of Mr. Corbus a little earlier. 

Mr. Roosrvett. Subject to the same stipulation, they will be re- 
ceived. 

Well, gentlemen, we want to thank you very much for your co- 
operation and assistance. Mr. Wilde, we look forward to seeing you 
in Denver. 

Mr. Wivpe. I will be there. 

Mr. Moore. I would like the record to show that any opening re- 
mark I might have made with respect to the number sitting at the 
witness table with you, Mr. Wilde, was made necessarily in jest, and 
perhaps in an attempt to convey maybe to everybody present that at 
times I have been on the same side of the table that you are today. 

Mr. Witpe. Thank you. 

Mr. Roosevetr. Thank you very much, gentlemen. 
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Mr. Witpe. Mr. Chairman, are these witnesses excused ? 

Mr. Roosrvetr. These witnesses are excused from the subpena. 

The committee will come to order, please. 

Our next witness is Mr. Langan, First National. 

Mr. Langan, you are, of course, still under subpena, so I won’t 
swear you again. 

Counsel ? 

Mr. Manonry. For the record, I am Jeremiah W. Mahoney, of 
Boston, counsel for the company, Mr. Langan did testify at the voir 
dire last month, identified himself and his general duties, and pro- 


duced the records requested by the committee at that time. And he 
is here prepared for examination. 


TESTIMONY OF B. W. LANGAN, JR., RESIDENT BUYER, WEST COAST 
OFFICE, FIRST NATIONAL STORES, SAN FRANCISCO, CALIF.; AC- 


COMPANIED BY JEREMIAH W. MAHONEY, ATTORNEY, BOSTON, 
MASS. 


Mr. Lanean. Iam resident buyer. 
Mr. Roosrvetr. Mr. Langan, I don’t have too many questions to ask 
you, sir, but I have one here. On July 10 of 1959, from the records 


which you have submitted, there is a letter addressed to you from 
Paul W. Case, of Case Swaine Co., Inc. Itsays— 


Dear BILL: We are as instructed releasing 500 cases of Yor Garden Cauli- 
flower to Hartford, and documents are attached. As discussed with you at the 
time your contract was made, we will keep your price on this car 5 cents under 
the market at the time you withdraw the merchandise. Present marketing 
price is $1.45 net. Therefore, your price will be $1.40 net, or $1.46, less 6 cents 
per dozen label allowance. We hope this price is satisfactory and have billed 


accordingly. 

Would you say you had a special deal ? 

Mr. Lanean. No, sir; I would not. That could possibly be some 
expert salesmanship. I do have here some invoices from two other 
companies about the same date, where I was buying at that price 
level. And I have one invoice where they invoiced me by mistake 
at $1.40 less label, and I called them on the telephone and requested that 
they send an additional invoice for 5 cents, and it is attached. 

Mr. Roosevetr. Wait a minute. So you asked for an invoice of 
$1.45? 

Mr. Lanean. No. I am saying that was the market at the time. I 


was buying from other companies at that price. So, to be—he 
sa. 





s 
fr. Roosrveir. 5 cents under the market ? 
Mr. Lanean. Under the market. But I am trying to show you I 


am dealing with two other suppliers invoicing at that level. 

Mr. Roosevettr. At the market ? 

Mr. Lanean. At that market level, yes. 

Mr. Roosevetr. But you did get their supplier a 5-cent-under-the- 
market agreement ? 

Mr. Lanean. I don’t know that; no, sir. 

Mr. Roosrvetr. Your own statement says that. You say you have 


invoices to show the committee establishing the fact that the market 
price is $1.45. 
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Mr. Lanean. Yes, sir. Actually, it is $1.45 less label. 

Mr. Roosrvetr. Now, here you have a price of 5 cents less, or $1.40 
less label. 

Mr. Lanean. But he invoiced me here at $1.46, less 6, or $1.40 net. 
It is a little difficult to understand. But here are all the invoices. I 
think if you look at them you will see they are at the $1.46 less 6. This 
isconfusing. The 6 cents is label. 

Mr. Roosrverr. In other words, you are getting a label allowance, 
which brings you down to— 

Mr. Lancan. $1.40 net. 

Mr. Roosrvetr. And the others are $1.45 less 5 ? 

Mr. Lanean. No; they are $1.45, too—$1.46, too. There is one 
here, however, prior to the time we increased our label allowance from 
5 to 6 cents, which is just a bookkeeping record for us. 

Mr. Roosrvett. The others are also $1.46 less 6, except for the one 
exception. 

Mr. Lanean. Yes, sir. 

Mr. Roosrvetr. So your statement to the committee is that this is 
not 

Mr. Lanean. That is right. 

Mr. Roosevett. In a letter dated August 25, 1959, from the Tur- 
lock Cooperative Growers, you were informed as to a guaranteed dif- 
ferential of at least 714 cents below prominent advertised brands on 
8-ounce tomato sauce. What kind of negotiations did you have to go 
through to work out that kind of guarantee ? 

Mr. Langan. Well, we were interested in going into our own label 
on tomato sauce, and we called the various packers to find out who 
was able to put up a 300-size tin. And we asked for the quotations, 
and that was the letter received. 

Mr. Roosrvett. Mr. MacIntyre, do you have a question ? 

Mr. MacIntyre. Mr. Langan, according to the information First 
National has submitted to us, you, for that company, did buy yellow 
cling peaches during the first half of this year from some suppliers 
here in California at various special prices. I refer particularly to 
the Wood Canning Co., giving you a net cost per case of $5.02. Do 
you recall that? That is on an invoice date of—we will carry it back 
to August 25, 1958. 

Mr. Lancan. What item is that? 

Mr. MacIntyre. That is 214 choice grade yellow cling peaches, 
Finast sliced. 

Mr. Lanean. What was the date again? 

Mr. MacInryre. August 25, 1958, was the one I was referring to. 
Do you see that? 

Mr. Lanaan. Yes, sir; I see it. 

Mr. MacIntyre. Now, do you also see that that company allowed 
you 15 cents freight rate? 

Mr. Lanaan. Yes, sir. 

Mr. MacIntyre. Do you also see that other companies listed there, 
along with Wood, allowed you freight rates of 10 and 15 cents? 

Mr. Laneaan. Yes, sir. 

Mr. MacIntyre. We have in our files evidence that some of these 
companies—and I refer particularly to the Ball Co.—have made sales 
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in carlot quantities to wholesale groceries with no freight allowance 
out of California. 

Can you explain how you were able to get it when these other 
carlot buyers were not able to get it ? 

Mr. Lanean. No; I cannot, sir, unless there is a possibility that the 
merchandise went by steamer. 

Mr. MacIntyre. Did you ask Ball for that freight rate allowance? 

Mr. Lanegan. No; I did not, sir. 

Mr. MacIntyre. How did you get it, then? 

Mr. Lanean. Well, when I took over a year ago October 1 that 
freight rate was the one that was—I had nothing to do with it, 
actually. 

Mr. MacIntyre. A year ago last October ? 

Mr. Lanean. Yes. 

Mr. Roosrvetr. It was in effect when you took over ? 

Mr. Lanean. Yes. 

Mr. MacInryre. Well, look at the bottom of that page. There is 
Ball offering on October 29 a 10-cent freight rate allowance. That 
was after you came into the office, wasn’t it ? 

Mr. Laneaan. It isafter I took over; yes. 

Mr. MacIntyre. Aren’t you acquainted with that transaction? 

Mr. Lanegan. Yes, sir. 

Mr. MacIntyre. How is it you were able to arrange for that par- 
ticular 10 cents per case freight allowance ? 

Mr. Lanean. The freight allowance had already been enacted. 

Mr. Rooseverr. In other words, you just assumed that you would 
get it, and you did? 

Mr. Lanean. Right. 

Mr. Roosrvetr. Because of previous arrangements ? 

Mr. Lanaan. That is right. It was on the invoice when we re- 
ceived—or the copy of the invoice we received at the office? 

Mr. Roosrvetr. There is no question in your mind you were receiving 
them, however? 

Mr. Lanaan. No. 

Mr. Roosrvetr. Although the testimony of previous witnesses has 
been that they were not given ? 

Mr. Lancan. No; I knew I was getting it. 

Mr. Roosrvert. All right. 

Mr. MacInryre. Well, the record also shows that on the Richmond 
sliced peaches, in May of this year, you received freight allowances 
from the Thornton and Flotell companies. You arranged with those 
for that; did you? 

Mr. Lancan. No, sir; those were also active. 

Mr. MacIntyre. Now, when you were ready to arrange for placing 
orders, what did you tell them about the terms and conditions of the 
purchase and sale? 


Mr. Lanean. I followed the same procedure that had been followed 
in the past. 

Mr. MacIntyre. Didn’t you tell them you wanted terms equally 
as favorable as had been given you ? 


Mr. Lanegan. The terms, as far as the freight allowance, had not 
been discussed originally by me. 
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Mr. MacInryre. Whether you discussed them or not, you certainly 
asked for what you had been getting, didn’t you—irrespective of who 
originally arranged them for your company ! } 

Mr. Rooseverr. Let’s put it a little differently. You didn’t ask 
for it in all probability. Am I correct in that assumption ? 

Mr. Lanean. That is right. 

Mr. Roosrvetr. But if it had not been included, you would have cer- 

tainly then asked what happened to it ? 

Mr. Lanean. Yes; I would have asked to see if it had been with- 
drawn. 

Mr. MacIntyre. It would have been your function to do that, in 
the position you now hold for First National ? 

Mr. Lanaan. Yes, sir. 

Mr. MacIntyre. According to your records, on Richmond halves, 
standard grade, Stokely has made an allowance of 10 cents freight to 
your company on May 12; is that correct 

Mr. Lancan. That could possibly be in error. I would like to 
check that and advise you. 

Mr. Roostvetr. How come that particular item becomes an error? 

Mr. Lanean. I don’t believe Stokely gives a freight allowance. 

Mr. Roosevettr. Will you produce for the committee, please, the 
invoice on those shipments ? May 12. 

Mr. Lanean. Yes, sir. 

Mr. MacIntyre. Now, you did not receive freight rate allowances 
from California Packing Corp. ? 

Mr. Lanean. No, sir. 

Mr. MacIntyre. Or Libby? 

Mr. Lancan. We don’t deal with Libby. 

Mr. MacIntyre. Or Hunt? 

Mr. Lanaan. I don’t handle anything from Hunt, private label. 

Mr. MacInryre. But vou did secure this from Stokely, according 
to the records you have submitted to us? 

Mr. Lanean. As I say, I will have to check them and see if there is 
a mistake. I will advise you accordingly. 

Mr. MacInryrr. Will you do that tomorrow morning? 

Mr. Lanean. Yes, sir. 

Mr. Rooseverr. Let me repeat. I want more than that. I want to 
see the actual invoice for that day. 

Mr. Manoney. We will undertake to bring the invoices tomorrow 
morning. 

Mr. Roosevetr. All right. 

Mr. MacIntyre. Mr. Chairman, I ask that these records, the flow 
charts and the pricing data that First National has submitted, be 
received and made a part of the printed appendix to the record of 
these proceedings, so that it can be looked to as explanation and sup- 
plementation of this witness’ testimony. 

Mr. Rooseveur. The material will be received under the same stipu- 
lation with members of the committee. 

(The documents referred to will be found in the appendix to the 
record. ) 

Mr. Roosrvert. Mr. Moore, do you wish to inquire? 

Mr. Moore. I have no questions. 
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Mr. Avery. I have no questions, Mr. Chairman. 
Mr. Roosrvert. I have just one other question. 
The Bobby Packing Corp., a canning firm, sent you a letter stating— 
You wrote us on July 2 asking for an increase in label allowances on your 
Richmond Cohoe contract, which we granted. Our contracts previous to July 1 
were signed on the basis of $1.25 per thousand label allowance. We will allow 
you $1.55 on your contract. 

Can you tell me from your knowledge whether or not the cost of your 
label increased from $1.25 to $1.55 ? 

Mr. Lancan. I believe the cost runs somewhere near $1.80. 

Mr. Roosrvet. $1.80? 

Mr. Lanaan. I believe so. 

Mr. Roosrvett. So you do not get the cost of your label back? 

Mr. Lanaan. No. 

Mr. Roosrvett. So the statement of the previous witnesses that the 
label allowance was nothing more than the actual return for supplying 
the company with something that they should pay for is not strictly 
so. It becomes a negotiable amount, a negotiable allowance, which 
could directly become a part of the net price structure, is that not 
correct ? 

Mr. Lanean. The label allowance is normally a standard price that 
they give. That doesn’t usually fluctuate. 

Mr. Roosgevetr. On what grounds did you want yourself raised 
from $1.25 to $1.55 ? 

Mr. Lanegan. I don’t believe I really knew too much about that. 
Can I see the letter just for a second ? 

Mr. Roosrvetr. This was a letter addressed to your predecessor, I 
believe, Mr. Elmer H. Niederkroger. 

Mr. Manoney. He is deceased, Mr. Chairman. 

Mr. Roosrevert. Then I can’t very well ask him, can I? 

From your experience in this business up to date, however, on what 
basis would you presently negotiate or seek to get a label allowance? 

Mr. Lanaan. I would use the standard presently being used by the 
industry. 

Mr. Roosrvetr. By your competitors? 

Mr. Lanean. Well, I really wouldn’t know what my competitor is 
using. I have to go by what the packer advises me he is giving. 
Normally, the packers are usually around the same level. 

Mr. Roosevetr. You mean what you say to him is, “I want whatever 
you are giving everybody else for a label allowance.” 

Mr. Moorg. Do you have to say it, or does he give it to you ? 

Mr. Lancan. He just gives it to me. 

Mr. Roosevetr. In this instance, though, your company asked for 
it? He didn’t come and give it to you? How come? 

Mr. Lanean. Well, possibly the other suppliers of that particular 
product had been giving us a higher cost. 

Mr. Roosrvett. So there are occasions when you have to go get it? 

Mr. Lanean. I have not been in that position myself. 

Mr. Roosrvett. Obviously the company was, in this instance. 

Any further questions ? 

Mr. Moorr. May I just ask, for my own education—what is the name 
that your stores use ? 

Mr. Langan. First National Stores. 
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Mr. Roosevett. Thank you very much, Mr. Langan. We appreci- 
ate your coming before the committee. And you will stand relieved 
under the subpena, except for the compliance with the request for 
tomorrow morning. 

The next witness before the committee will be Mr. Blitch, of Winn- 
Dixie Co. 

Mr. Bryan. Mr. Chairman, I am counsel for Winn-Dixie Stores, 
Ine. I would like to inquire of the committee whether it is formally of 
record now whether Mr. B. C. Sale has been excused or released from 
his subpena. 

Mr. Roosevett. It is. However, we will take Mr. Blitch and place 
him under oath at this time. 

Mr. Bryan. I would like the record to show, Mr. Chairman, that 
our company offered voluntarily to produce Mr. Blitch as a witness 
when it became apparent Mr. Sale could not testify. 

Mr. Roosnvetr. The record will show. 

The gentleman with you? 

Mr. Burren. Mr. Guerin is our present buyer. 

Mr. Roosevett. Do you solemnly swear that the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Burren. I do. 


TESTIMONY OF LORIMER H. BLITCH, VICE PRESIDENT, WINN- 
DIXIE STORES, INC.; ACCOMPANIED BY J. SHEPARD BRYAN, JR., 
ATTORNEY, WINN-DIXIE, JACKSONVILLE, FLA. 


Mr. Roosrverr. Would you very briefly describe the Winn-Dixie 
operation out here? 

Mr. Burrcu. We have the Monterey Canning Co., which is a 
corporation, a wholly owned subsidiary of Winn-Dixie. Winn-Dixie 
is a corporate chain in the Southern part of the country. Monterey 
is a buying service for not only west coast products, but other items 
in the Middle West and East on our own private label. 

Mr. Roosevett. You are the first company to appear before this 
committee that actually is operated in the retail field—that has also 
gone into the canning field, is that correct ? 

Mr. Burrcw. We do not can. 

Mr. Roosrvett. You just bought the label ? 

Mr. Burren. Yes. 

Mr. Roosrvett. Is the company itself still in operation as a canning 
company ? 

Mr. Burcu. No, sir. 

Mr. Roosevett. Monterey Canning, then, as I understand it, is just 
a buying company, is that correct ? 

Are they similar to the Regent Co. in this area, for you? 

Mr. Burren. I can’t answer that, not knowing exactly how Regent 
operates. . 

ae, Roosrvett. Do they do all of the Winn-Dixie buying in this 
area ? 

Mr. Burren. Only on private labels. 

Mr. Roosrvett. Where are the advertised brands bought ? 
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Mr. Buircu. At our local divisions, of which there are eight. 


Mr. Roosevett. On September 16, 1958, there is a memorandum from: 


a lady by the name of Mrs. Grace "M. Perry to Mr. Sale. It states: 


We placed an order with Knause Foods for 1,000 cases, 24, 303, Thrifty 
Maid applesauce for Raleigh on September 12. At that time, their price to us 
was $1.25 per dozen. But they have agreed to bill this order at $1.22 per 
dozen. You will bill to Raleigh at the price of $1.30, which is being quoted to all 
divisions. 

Mr. Burren. That is correct. Let me say that we had a per case 
service charge to what we bill our divisions—usually 10 cents a case. 
This is correct on the price of $1.2214 because if you will notice the 
letter is September 16—the applesauce was just being packed at that 
time, and the market was dropping. 

Mr. Rooseveitr. Now, was the price of $1.30, which was the billing 
price, I understand, from Knause to your division, the same price 
Knause was billing others for applesauce to your knowledge ? 

Mr. Burren. Let me correct that. Knause did not bill our di- 
visions. They bill Monterey Canning Co. We bill our own divisions. 

Mr. Roosrver. So you operate the Monterey Canning Co., then, as 
a profitmaking—separate profitmaking corporation 

Mr. Burrcn. Yes, we try to make it carry its own weight, and if 
possible make a profit. 

Mr. Roosrvetr. In my previous question to the previous witness 
regarding label allowances—and because of the fact he had not been 
in Ts field very long, I was not fully satisfied about it—on March 20, 


1959, Mr. Sale wrote a memorandum to Star Kist Foods, at Terminal 
Island, toa Mr. Bescos: 





At the present time, we are receiving from eastern sources at $2 per thousand 
label allowance on Blue Bay light chunk tuna. Your allowance to us has been 
$1.50 per thousand. Will you let us know after you have had a chance to check 
on this if it will be possible to change our label allowance to $2 per thousand? 

Would you not say, therefore, you had to initiate to get what you 
thought somebody was getting in another part of the country—you 
were initiating g anew label allowance in this area ? 

Mr. Burcu. We were getting this label allowance from an eastern 
packer of tuna, and the $1.50 did not cover the cost of our labels. So 
we advised him of that fact. However, so far as I know we are still 
only getting the $1.50 a thousand from Star Kist. 

Mr. Roosrvett. In other words, you were not successful in getting 
the $2. However, would it not appear, then, that what you try to 
do is get your full cost back, if it is possible to get it? 

Mr. Burren. We believe that we should, yes, sir. 

Mr. Roosrtveitt. The Bercut-Richards Packing Co. put out another 
of these price lists, May 22, 1956, headed, “1956 Tentative Opening 
Prices, Green Tipped and White Asparagus.” You will see in ink 
above the items, 48 picnic, 2,430 pairs, 242 mammoth large pairs, as 
against the listed price, a price of a considerable reduction in price 
in the ink figures. Are these special prices to you ? 

Mr. Burren. That list, if you will read it, is a tentative opening 
price. I can only assume that those prices in red are the prices 


that were going to be made as the permanent price. We did not buy 
any asparagus. 


Mr. Roosk vet. Are these your inked figures? 
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Mr. Burren. No, sir, those are Mr. Sale’s I assume. I don’t know. 

Mr. Roosrvetr. You den’t know whether they are the sender of the 
bulletin or whose ? 

Mr. Burrcu. That is right. There are a good many of these things 
that I will not be able to answer positively, because they were handled 
by Mr. Sale. 

. Mr. Roosrvetr. A memorandum again, Mr. Sale to Mr. Bradley of 
ampa. 


We have an arrangement with one packer, Richmond Chase of San Jose, of 
an allowance of 12% cents cwt. on any shipments placed with Richmond Chase 
insofar as our own pack labels are concerned. Wherever possible on your orders, 
if their prices are equal competitively, we will try to give you as much merchan- 
dise from this supplier as it is possible to do so. If we can secure the con- 
cession from any other packer, we will advise you so that we can set up orders 
against our set-asides from that particular buyer. 

In other words, in this particular instance, you are getting a special 
deal again, is that correct ? 

Mr. Burrcu. No. As I understand it, that freight allowance has 
been made to others. The reason for that is that our Tampa and 
Miami divisions had been taking their shipments by boat. It costs 
Richmond Chase 1214 cents a hundred to get their merchandise to the 
docks. We were taking it by rail. And practically all of our mer- 
chandise now is moving by rail. So they were simply passing along 
to us the saving that they made by loading the car directly at their 
plants. 

Mr. Roosrve.t. However, you were actually getting a freight differ- 
ential there / 

Mr. Buircu. Yes. 

Mr. Roosrevetr. The committee will instruct counsel to communicate 
with the Richmond Chase Co. of San Jose, to ask their explanation of 
the fact that affidavits in possession of the committee indicate that 
certain wholesalers did not receive the freight rate which the present 
witness states is available to his company. 

Mr. Burren. Mr. Roosevelt, might I say so far as we know the allow- 
ance we get is only to two Florida ports—that is Tampa and Miami. 
It does not go to other divisions, because there is no saving. We 
have been taking shipments all along by rail to those points. 

Mr. Roosrveur. However, if you are getting a freight differential to 
any place, it is discriminatory to somebody else, isn’t it ? , 

Mr. Burren. Unless it is being given to everyone else in that particu- 
lar area. 

Mr. Moore. At that particular time? 

Mr. Burren. That is right. 

Mr. Roosrveur. Now, yesterday the witness from the United States 
Products Corp., in explaining the chart which was furnished to us, 
with respect to the set-asides and the actual shipments and balances, 
made the statement that they always cut you down 25 percent, because 
you were just always at least 25 percent off. Would you comment on 
that ? 

Mr. Burrcn. Yes. In the first place, sir, I don’t think he made it 
quite that plain, that he always cut Winn-Dixie 25 percent. 

Mr. Rooseveur. No. He said he cut Winn-Dixie. This was the 
example that he gave. And then he said it was generally applicable 
across the board. 
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Mr. Burrcu. Well, sir, we have checked into this. Mr. Rae, un- 
fortunately, did not have the full information. 

In the first place, this adjusted columa, as has been brought out by 
previous witnesses, those reductions—and they are not too much— 
about 4,000, I think—3,200—if you look at the booking, 20,050 yellow 
cling peaches. 

Mr. RoosEvE.tT. You are talking about just yellow cling peaches ? 

Mr. Burcu. Yes, sir. 

Mr. Roosrvett. Iam talking about the whole thing. 

Mr. Burren. All right. Well, but there is an adjustment on yellow 
cling peaches. That was through no choice of ours. If you recall, 
it has been testified already that 1958 was not a good year on peaches, 
and some of the canners had to prorate. 

In any event, the date of this is April 15, which is at least 3 months 
before a new pack. We give them our set-asides based on our esti- 
mated 12 months’ usage. 

We have checked with U.S. Products this morning, and they shipped 
from April 15 until early July 12,000 cases more merchandise to us. 

Mr. Roosevetr. So that their net balance for the year would be only 
about 4,000? 

Mr. Burrcu. That is correct. Now, may I say this in explana- 
tion 

Mr. Roosrveur. Well, what in your opinion is the basis of his claim 
that he automatically cuts everybody 25 percent ? 

Mr. Buircu. I don’t know, sir. Certainly in our case, we make an 
effort to give them just as close an estimate as possible. 

May I say this. We get, as I think some of the witnesses pointed 
out today—we have our eight divisions send us before the packs start, 
usually in May or June, their estimate of what they will use on the 
items that are coming up for packing during the ensuing 12 months. 
And they base that on their experience the previous year, plus, in their 
minds, conditions in their own divisions. Quite often these estimates 
come in to us with this notation— 

If the price is the same as last year I can do this. If the price is high, I won't 
be able to sell that much. 

We don’t know what the price is going to be when we make the 
estimates. But we are giving the canners some idea of what we think 
we will use. 

Now, in this case, on all these items, we are very new in this, our divi- 
sions are new. So we think that after 2 or 3 years experience we will 
be able to be close to that 3 to 5 percent. 

Mr. Roosrvett. Mr. Blitch, from your point of view, what are the 
advantages to your company of such a system ? 

Mr. Burren. Well, we think that we would like our suppliers to 
know what we would think we would use. We think they would like 
to know that. We think there is a definite good in that, as long as it is 
not abused. 

May I say this. In making a rough check on our set-aside figures on 
all products from the west coast, we requested set-asides of approxi- 
mately 650,000 cases, and we used 703,000, according to our figures, 
which overall is more than we anticipated we would use. But that was 
not in real good balance, because some of the items, peaches, for one, 
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did not move in quite the volumes expected. But we think it has an 
advantage. Wethink it helps both of us. 

Mr. Roosrvetr. As you say, if good faith is maintained on both sides. 
However, it is, of course, pretty easily subject to abuse, without too 
much difficulty on the part of either side, for that matter. 

Mr. Burren. That is correct. One thing, though, that polices it 
pretty well is this reviewing both by the buyer and the seller at certain 
periods through the year. 

Mr. Roosrvetr. Yes—if and where they do that periodically. 

Mr. Burren. Yes. 

Mr. MacInryre. Mr. Chairman—I have a question or so. 

Mr. Blitch, what is your position with the Winn-Dixie? 

_ Mr. Burren. I am vice president in charge of grocery merchandis- 
ing. 

Mr. MacIntyre. In the purchasing ¢ 

Mr. Burren. Yes. 

Mr. MacInryre. Do you have anything to do with sales? 

Mr. Burcu. Well, in our setup, our grocery merchandisers—we call 
them merchandisers, rather than buyers. We like to think they have 
a lot to do with sales, yes, sir. 

Mr. MacInryre. So you know about sales as well as buying ? 

Mr. Burren. Yes, sir. 

Mr. MacIntyre. How long have you been with Winn-Dixie? 

Mr. Burren. Since 1937. 

Mr. MacIntyre. It is one of the large chains that would fit the 
description of Mr. Nemanick’s testimony of yesterday that has been 
brought together by mergers, acquisitions of others in large part, 
hasn’t it ? 

Mr. Burren. In good part. 

Mr. MacInryre. In large part ? 

Mr. Roosrvetr. We couldn’t quibble whether it is good or large. 

Mr. MacIntyre. In other words, it has bought out several local 
chains, some of them within the past 4 or 5 years ? 

Mr. Burrcu. Yes, sir. 

Mr. MacIntyre. So part of the buying power that you reflected 
when you said you had these set-asides of 700,000 cases—650,000 cases, 
has been brought about in large part by virtue of the size of Winn- 
Dixie through this merger movement, then ? 

Mr. Burren. I think that follows, yes, sir. 

Mr. MacIntyre. Now, while you were not here purchasing yellow 
cling peaches this year—you nevertheless know something about the 
prices paid. And you are aware that early this year, commencing way 
back in April and May, your company bargained for and secured 
lower prices than it had had to pay earlier in the year for yellow cling 
peaches. You know that to be the fact, don’t you? 

Mr. Burren. I know from our flow chart more than anything else, 
yes. 

Mr. MacIntyre. That is the price came down ? 

Mr. Burren. Yes, sir. 

Mr. MacInryre. And came down by 50, 75 cents per case, in some 
instances, isn’t that correct ? 

Mr. Burrcn. It came down from what period, sir? And are you 
talking about advertised labels or what? 
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Mr. MacIntyre. Talking about the private labels. 
Mr. Burrcn. All right. 
Mr. MacIntyre. Well, in the case of Turlock, that was 25 cents a 
case—dropped from $5.15 to $4.90, between April and the next pur- 
chase you made thereafter? In the case of Flotell, it dropped from 
$5.15 to $4.90. In the case of Booth, it dropped from $5.15 in April 
to $4.90, And in some of the higher grades, the drop was even greater. 

Now, I want to call your attention to the retail prices that your 
company submitted, and particularly for two cities—one of them 
Raleigh, N.C. Under your private label, standard brand, halves and 
sliced, you showed that throughout 1958 the price there, on 21% size, 
was 2914 centsacan. But you show for each month of 1959, and that 
includes the month of September, 31 cents a can. That information is 
correct, is it not ? 

Mr. Burrcu. That is the information submitted by our divisions. 

Mr. MacIntyre. Now, [ call your attention to the information that 
you submitted for Jacksonville, Fla. On your private label standard 
there you started in 1958 with 31 cents, didn’t you ? 

Mr. Burren. Correct. 

Mr. MacIntyre. There has been no change in that price through 
September 1959 ? 

Mr. Burrcu. No. 

Mr. MacIntyre. In fact, there has been no change in it at all, has 
there? 

Mr. Burrcn. That is right. 

Mr. MacIntyre. Now, going to your private label on choice, the 
higher grade—you started that back in July of 1958 at 33 cents a can. 
And you continued that at 33 cents a can without change, have you 
not? 

Mr. Burrcw. In Jacksonville, yes. 

Mr. MacIntyre. Now, you are quite experienced in the grocery 
trade, and particularly with Winn-Dixie’s operations and it has its 
headquarters in Jacksonville, doesn’t it ? 

Mr. Burren. Yes. 

Mr. MacIntyre. And since you are acquainted with the trade con- 
ditions there, you are able to tell this committee that there is a heavy 
concentration in the hands of a few large grocery concerns of the 
grocery trade in Jacksonville? That is a large percentage of it? 

Mr. Burrcu. Yes. There are many chains there, however. It is 
not in one or two. 

Mr. MacIntyre. Now, there are some three or four having between 
75 and 80 percent of the business in Jacksonville ? 

Mr. Buitcu. I can’t answer that percentage. 

Mr. MacIntyre. I think we have those figures, and we are putting 
them together. 

But the facts are that that concentration is there, and the prices 
do not change in Jacksonville—that is, when they come down on the 
prices you pay on the peaches you have bought—that is according to 
the information you have submitted to this commitee, is that correct ? 

Mr. Burren. That is right. May I say this. It costs about a dollar 
a case to deliver peaches into Jacksonville, for instance, and in most 
of our divisions it cost nearly that. 
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Mr. Roosrvetr. Yes, Mr. Blitch, but it cost the same dollar a case 
on the previous price. 

Mr. Buitcu. That is correct. We may have been too low or too 
high at that time. But I am submitting that a price of 2914 on 
peaches costing 610 

Mr. Roosrveit. You are not telling me you were losing money at 
the previous price? 

Mr. Burren. No, sir. But I still think our price was a fair price. 
It might have been low at the time. 

Mr. Roosrvetr. In what respect low, that you were losing money on 
it? 

Mr. Burren. No, sir. But we have to make a certain percentage. 

Mr. Roosevett. What was the profit statement of your company the 
year before ¢ 

Mr. Burren. Very good. 

Mr. Roosrvett. It doesn’t add up. 

Mr. MacInryre. The increase in the volume of sales and the in- 
crease in the net profit of Winn-Dixie has been very surprising, has 
it not—up ? 

Mr. Burren. It has been good. Should we be surprised? We 
worked pretty hard at it, sir. 

Mr. Moore. I have no questions. 

Mr. Avery. I would like to ask a question. I don’t believe, Mr. 
Blitch, you said how many stores were in your chain. 

Mr. Burrcn. Approximately 500. 

Mr. Avery. And predominantly located in the sourthern quarter 
of the country? 

Mr. Burrcu. Yes, sir. 

Mr. Avery. And back to the Jacksonville question again, do you 
recall from memory approximately how many chains are represented 
in the city ? 

Mr. Buircn. Yes, sir. I think I can call them for you. A. & P., 
Winn-Dixie, Food Fair—which just recently took over from a local 
¢chain—Publix, which has recently come into Jacksonville, Colonial 
Stores. I think those are the major chains in there. 

Mr. Avery. And some of those stores, of course, would have more 
than one retail outlet within the city ? 

Mr. Burren. All of them do. 

Mr. Avery. And as an operator who is in that area, you would prob- 
ably conclude that the grocery business was competitive or not within 
the area ? 

Mr. Burren. Extremely so. 

Mr. Avery. That is all, Mr. Chairman. 

Mr. Roosrvetr. Mr. Steed, do you have a question ? 

Mr. Streep. Does your company have any arrangements with sup- 
pliers where you take the total output of the plant ? 

Mr. Burren. No, sir; we do not. Not even the major portion of 
any canner, so far as I know. 

Mr. Strep. Are there any fields in which you are in the business of 
processing or supplying yourself ? 

Mr. Brrrcu. In canned fruits and vegetables—no. 

Mr. Steep, That is all. 
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Mr. Roosevettr. Mr. Blitch, the committee is in possession of, I 
suppose you would call it, an announcement, or form letter, dated 
December 1, 1959, signed by Mr. C. E. Watkins, of Greenville, S.C., 
Winn-Dixie Greenville, Inc. Itsays— 

Dear Sirs: We will ship merchandise to our new store, No. 1057 Easley 
Bridge Road, Greenville, 8.C., on Thursday, December 4. We would appreciate 
it very much if you would have your store servicemen assist us in the stocking 
of this new store beginning on Thursday a.m. Thanking you for this assistance 
in advance. 

Is that current practice in the industry, to get your suppliers to 
start you off in business / 

Mr. Burrcu. It is in our area. Everyone, from independents to the 
chains. 

Mr. Rooseverr. That could be quite a contribution, couldn't it? 

Mr. Burren. Yes, it could. The brokers and many representatives 
have detail men. 

Mr. Roosevetr. If a supplier comes along and says, “This is going 
to be too rough on me,” he probably wouldn’t be a supplier very long, 
would he? 

Mr. Burrcu. I wouldn't say so—we would regret it, of course, but 
we would still buy merchandise from him. 

Mr. Roosevetr. It is still another way to get—it is another gim- 
mick, if I can call it that, in which you get some of your expenses 
paid by the supplier / 

Mr. Burren. I agree, sir, but it is general in that area. It is being 
done. 

Mr. Roosevetr. I don’t doubt most of these things are being done. 
But they are part of this purchasing power you have. Certainly no 
one is going to give you this free, under normal circumstances. 

Mr. Burren. No, sir. I think that you will find, though, that that 
is being done in one or two store outlets where there are independents, 
where they request that they get it. We have some very good inde- 
pendents in our own town. 

Mr. Roosevert. I would like to see some evidence to that effect. 

Mr. Burren. I will see if I can find it, sir. I will check with some 
of our brokers. 

Mr. MacInryre. Mr. Blitch, you know of instances in which your 
company has had store openings in which the supplier has had as high 
as 25 or 30 people for store opening service, don’t you ? 

Mr. Burcu. Twenty-five or thirty people? You mean from various 
suppliers ? 

Mr. MacIntyre. From various suppliers. 

Mr. Burren. I am not sure about the number. But I know we have 
had a number of them. 

Mr. MacIntyre. There would be a great many of them—enough to 


operate the store if you didn’t put a single person in there, wouldn't 
there? 


Mr. Burrcu. I don’t think that. 


Mr. MacIntyre. Except to manage it. But they could handle it 
otherwise? 


Mr. Buircu. There area lot of them. 





N 
ally 


s 
ta bt OO 


O} 


SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 1023 


Mr. MacIntyre. Haven't you seen officials of some suppliers actu- 
ally sweeping out Winn- Dixie Stores on the close of a day on an 
opening day ¢ 

Mr. Burrcu. No, sir, I can’t say I have. 

Mr. MacIntyre. We have been told that is the case. 

Mr. Burren. I can’t say that, sir. 

Mr. MacIntyre. Have you seen as many in an independent store 
as you have seen in a Winn-Dixie Store? 

Mr. Buircu. No, sir, because I don’t go to independent openings. 

Mr. Roosrvetr. Well, thank you very much, Mr. Blitch. We appre- 
ciate the cooperation of you and your colleagues with the committee. 
You will stand relieved of the subpena. 

Mr. Burren. Thank you, sir. 

Mr. Roosevetr. Thank you very much. 

The committee will meet at 9 o’clock in executive session, and at 
9:30 to resume its hearings in this room tomorrow morning. 

(Whereupon, at 5:15 p.m., the committee recessed, to reconvene in 
open session at 9:30 a.m., Thursday, November 12, 1959. ) 
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THURSDAY, NOVEMBER 12, 1959 


House or REPRESENTATIVES, 
Suscomm Tree No. 5 on Distrrsution PRropieMs 
OF THE SELECT ComMItTTEE To Conpuctr A STUDY AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BUSINESS, 
San Francisco, Calif. 
The subcommittee met, pursuant to recess, at 9:30 a.m., in room 
338, U.S. Post Office Building, San Francisco, Calif., Hon. James 
Roosevelt (chairman of the subcommittee) presiding. 
Present: Representatives Roosevelt, Steed, Moore, and Avery. 
Also present: Everette MacIntyre, general counsel; Jane Hicks, 
research analyst; Brooks Robertson, analy st. 
Mr. Roosrveir. The committee will come to order, please. 
Is Mr. Robert Couchman in the room ? 
Mr. CoucuMan. Yes, sir. 
Mr. Roosrveit. Would you come forward, please, sir? 
Good morning, Mr. Couchman. Will you raise your right hand, 


please? Do you ‘solemnly swear that the testimony you shall give be- 
for this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Coucuman. I do. 


TESTIMONY OF ROBERT COUCHMAN, PUBLISHER, CALIFORNIA 
FRUIT NEWS 


Mr. Roosrevetr. Mr. Couchman, I believe you received a wire from 
me, as chairman of the committee, inviting you to appear before the 
committee, and that you telephoned me y yesterday evening, reserving 

our proper rights as a newspaperman, you would be happy to come 
xefore the committee for such questions as they wish to put to you. 

I would also like to point out that in case there is any misappre- 
hension—and I think there has been in some quarters, that the com- 
mittee’s visit and purpose in coming to San Francisco was primarily 
based upon the articles written by Mr. Robert Couchman in the Cali- 
fornia Fruit News—I think in fairness to him and everybody else, it 
should be pointed out that this was not the primary reason at all; 
that we, of course, were interested. Mr. Couchman’s articles were 
made available to us, and they have become a part of the discussion 
in the record of these hearings. And because of the desire of cer- 
tain of the members to discuss this matter with Mr. Couchman a little 


further, he was invited and he has agreed to appear today before the 
committee. 
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However, we must not in any way allow the impression to become 
established that it was Mr. Couchman who asked for this hearing or 
that his articles are the primary basis and reason for this hearing 
being held. They were not. The primary basis stems from the rep- 
resentatives of certain small business people in contacts direct. with 
the committee, the allegations they made, and our feeling that these 
should be investigated. 

Mr. Couchman, I believe that Mr. Avery has to leave for another 
hearing, so I am going to ask Mr. Avery whether he would care to 
start off any questions ‘he might have. 

Mr. Avery. Thank you, Mr. Chairman. Having been down here 
on the swing position all week, I am overwhelmed at the opportunity 
to first direct questions to the witness. 

Mr. Couchman, I want to personally express my appreciation to you 
for appearing before the committee this morning, because it certainly 
was on pretty short notice. As the rest of us, I am sure you have your 
plans projected more than 1 day hence, and you must have had to 
disregard whatever plans you had for today so as to be with us this 
morning. 

I have not had the opportunity to completely digest the series of 
articles that were entered into the record of this hearing early in the 
hearing—I think probably the first entry there was. But, as it ap- 
pears to me, the basis of vour articles was this—that there was a cer- 
tain unreasonable and disproportionate pressure forced on the canners, 
on their pricing structure, by the so-called dominant buyers, usually 
referred to as California Street. U sually referred to as being located 
on California Street. 

Now, we have had quite a number of canner witnesses, representa- 
tives of the canning industry, before the committee, and except in one 
instance there wasn’t, as I review the testimony in my mind—there 
wasn’t much in the testimony of the canners to substantiate this 
so-called special pressure being cast upon them from this certain select 
group of buyers. I don’t think we need leave any mystery hover 
around this. 

Certainly the testimony of Mr. Max Rosenthal would substantiate 
the gener al tenor of your articles. But no other witness, as I recall, 
was able to furnish the committee with any evidence that this undue 
pressure exists. 

Now, of course, we all recognize that any aggressive businessman is 
going to make the best possible deal that he can, because we are all 
living in a highly competitive society, and certainly the food industry, 
I think, Ww ould be among the most competitive of all of these so-called 
free-enterprise systems that revolve around in our economy. And, on 
the basis of that general and rather comprehensive summary, Mr. 
Couchman, I w ondered if you would care to supplement any more 
than what you wrote in this series of articles, as to the injustice existing 
here as a result of dominant pressure on the canning industry, or any 
other particular areas you might want to comment on. 

Mr. Coucuman. Well, Congressman Avery, I think the early part 


of your remarks was a very good summation of my own views on the 


subject. 
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My views result from frequent conversations with top management 
in the canning, dried fruit, and frozen food industries in California. 

I have been aware, from the comments of heads of the sales organ- 
izations of the various fruit and vegetable processors, over a number 
of years, of this California Street situation. 

While I have been writing on agricultural subjects and processing 
for many years, I did not have the opportunity to fully explore the 
matter until I purchased the California Fruit News in December of 
1956. 

And, in that month, my attention was redirected rather forcefully 
to this situation, and to the things that the processors had said to me 
by an article which I thought was rather interesting and was rep- 
resentative of the type of thing that canners were confronted with. 
The Wall Street Journal of Thursday, December 6, 1956, which was 
the first week of my ownership of the California Fruit News, carried 
this item with a headline “Prices for Canned Peaches and Fruit Cock- 
tail Weaken as California Packers Are Deluged by Record Crops.” 
And I noticed in this article—and I have kept it just as a sort of a 
memento of my real initiation into this setup—that it was Sea 
based on the comments of buyers, particularly about the huge stoc 
of canned goods and the very weak marketing situation, and that 
prices were going to weaken, and so forth. 

I took occasion to carry this article with me to interview a number 
of canners, to ask them if there were justification for the feeling that 
we had a very bad marketing situation. Iam aware, as the records will 
show, that we had good packs that year. But the canners, almost to 
a man, said, “Look, this is a matter of marketing, and we are at a 
disadvantage in this situation, and these boys have made up their 
minds to weaken the market, and there is not much we can do about it.” 

Mr. Moore. May I interrupt to say “these boys had made up their 
minds to weaken the market.” 

Mr. CoucuMan. The canner was saying that the buyers have made 
up their minds to weaken the market for the 1956 pack, and there 
is not much we, as canners, can do about it. 

Mr. Moore. Even though actually in 1956, as [T understand that 
Wall Street Journal article to conclude, was a year when you had 
an enormous pack. 

Mr. CovucuMmaNn. Yes, but enormous packs—and I don’t want to 
infringe into the area of discussion that Dr. Hoos engaged in the 
other day—a pack is enormous considering its relationship to the 
size of packs of intercompetitive products. If, for instance, you have 
a year with a large canned fruit pack and a rather small dried fruit 
output, there is a feeling in the industry, I think, that the canned 
fruits will, to an extent, replace dried fruits. If you have a year in 
which you have a very large canned fruit pack and a very large dried 
fruit production, then there is a feeling that these products become 
intercompetitive in some markets. 

Mr. Roostvetr. Mr. Couchman, what was the date of that article? 

Mr. CoucuMan. December 6, 1956. 

Mr. Roosevett. So they are talking about the 1957 crop? 

Mr. Coucuman. No; they were talking about the 1956 pack, and 
it is in the 1956-57 marketing season. 
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Now, the thing that I decry is this planting a price—the fact that 
an important buyer would not buy until it reached that price meant 
that no buyer would buy until it reached that price. 

If you watch this whole picture clearly, you will see that, omens 
speaking, every canner pays the same price for raw products, wit 
very little variation. And you will also find that on a particular 
market, on a particular day, as nearly as they can, these important 
buyers pay exactly the same price. There are some special deals. 
These special deals I have been aware of for years. 

The grower groups, when I wrote for grower publications rather 
than for a trade p&blication that I now own, have said to me over the 
years, “We have got a bad crop situation this year. We have gone to 
this big chain distributor, and we have said to them that we have this 
big supply of stuff, will you put on a special promotion for us?” And 
they tell me the last question that is always asked, “Well, what is the 
deal?” And you ask what the deal is. ‘The deal is what is the special 
price, what price will you give us that is not available to anybody 
else. 

So over the years I have been watching this thing very closely. 
And this one instance, this instance I described to you, that reputable, 
substantial businessmen told me about this year, confirms in my 
mind—and if you have read the California Fruit News comments on 
this thing, you will observe that I have not said that this is in viola- 
tion of any law. I have said this is a bad system that to my mind 
ought to be corrected, because somehow or other the buyers tend to 
act in concert—whether or not they do it covertly. 

Mr. Avery. Well, 1 want to make one comment at this time, Mr. 
Chairman. 

Unfortunately, I have to join another congressional committee 
meeting in town today shortly after 10:30. 

So, Mr. Couchman, when [ leave at 10:30 I don’t want you to think 
you have convinced me or I have given up convincing you. I want 
to say that now, because I will find it necessary to leave at that time. 

Now, let’s go back to this $2.35 price. 

Just where do you suppose that came from? Now, I am sure that 
they didn’t pick it off of a roulette wheel. Certainly there were some 
very tangible factors taken into account. I will accept this picture 
you painted for me, that there was an arbitrary figure established. 

I wonder why that was $2.35. Are you suggesting that it was out 
of line, in view of the supply that was going to be on the market that 
year? 

Mr. CoucuMan. I certainly am, sir. That is the lowest price, as I 
recall, since 1949. In the meantime—the pack was large, yes, but not 
appreciably larger than the 1956 pack, as [ recall. Canner costs had 
risen. ‘There had been some decline in raw product cost. 

Mr. Avery. All right. 

i ew, if it was disproportionate, why would the canner accept that 
ure ! 
ie. CoucuMaNn. Well, I think one has to be rather close to this in- 
dustry to understand. If we will refer back to some comments that 
Dr. Hoos made the other day, about the pressure of the supply of the 
raw product. 
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the newsprint has worked up too high, and I can’t stand to see you 
fellows making the newsprint not get your regular profit, therefore 
Iam going to keep paying you the old price. 

It seems to me that is a little of what you might be expecting the 
food buyers to do. I think it is perfectly natural that they would 
respond to these various elements of supply and demand, the same 
as you would on something you have to buy ; the same forces I have had 
to recognize in the livestock market. 

Just where am I wrong in my analysis of this? Is there some co- 
ercion you are suggesting here that we have not ferreted out, or just 
what point have I overlooked in our system. 

Mr. Coucuman. Well, I think I can answer that to your—I hope 
to your satisfaction. 

Mr. Avery. I am not saying that I understand it. I want you to 
help me understand it. 

Mr. CovucuMan. I will give you an illustration of the thing that I 
decry. 

Early last April, several of my canner friends confided in me that 
one of the leading buyers on California Street had said to their sales 
people—and at the time the California crop and livestock reporting 
service was indicating that we would have a very large cling-peach 
crop in prospect—this buyer said to the salesmen in several] canner 
organizations, “I am not going to buy choice yellow cling 24, 244s, until 
they get down to $2.35 a dozen this year.” 

A person like myself sort of stows that away as an interesting bit 
of gossip. 

The summer went by. The crop prospects continued to look very 
good. They were talking about surplus diversion which would elim- 
inate 135,000 tons from a 700,000-ton crop. 

In August, I called on same of these same canners again, and the 
same person, in one instance—a canner whose firm I am sure does at 
least $35 million worth of business a year said to me, “Do you know 
that this guy this week has been in my office and has again repeated 
this declaration of his, ‘I will not buy yellow cling peaches choice 
94, 21%’s, for more than $2.35 a dozen this year,’ and more than that, 
he said he would not buy apricots for more than $1.80.” I don’t re- 
member what the can and grade size were. And I said, “That is most 
interesting to me, because this is the thing I have been carrying in the 
back of my mind for 4 months, and everybody in the industry seems 
to be aware of this fact.” 

Within that week, I called on two other canners who assured me 
that their own sales people within the week had been told the same 
identical story by the same individual. 

Now, the importance of this to me is this. In this food industry, 
this processed food industry, there is a system of communication that 
is just utterly appalling. Word gets around immediately. And it is 
perfectly evident from having watched this thing for a long time, 
from a little distance, and rather intimately these last 3 years, the 
information on price, it is never more than 24 hours old, if that old, 
in getting into the hands of everybody. And do you know, sir, the 
market on canned yellow cling peaches, choice, 24, 214, in California 
opened at $2.35 a dozen, because there wasn’t a single other buyer in 
California Street who would buy until the price reached that point. 
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THURSDAY, NOVEMBER 12, 1959 


House or Represenrarives, 
Suncommirrer No. 5 on Disrrinurion Prosiems 
or THE Se.ecr Comairrer To Conpuct 4 STUDY AND 
INVESTIGATION OF THE PROBLEMS OF SMALL Business, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 9:30 a.m., in room 

338, U.S. Post Office Building, San Francisco, Calif., Hon. James 
Roosevelt (chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt, Steed, Moore, and Avery. 

Also present: Everette MacIntyre, general counsel; Jane Hicks, 

research analyst; Brooks Robertson, analyst. 

Mr. Roosrve.r. The committee will come to order, please. 

Is Mr. Robert Couchman in the room ? 

Mr. CoucuMaAn., Yes, sir. 

Mr. Roosrve.tt. Would you come forward, please, sir? 

Good morning, Mr. Couchman. Will you raise your right hand, 
lease? Do you solemnly swear that the testimony you shall give be- 
or this committee shall be the truth, the whole truth, and nothing 

but the truth, so help you God? 

Mr. Coucuman. I do. 


TESTIMONY OF ROBERT COUCHMAN, PUBLISHER, CALIFORNIA 
FRUIT NEWS 


Mr. Roosrvetr. Mr. Couchman, I believe you received a wire from 
me, as chairman of the committee, inviting you to appear before the 
committee, and that you telephoned me yesterday evening, reserving 

our proper rights as a newspaperman, you would be happy to come 
fefors the committee for such questions as they wish to put to you. 

I would also like to point out that in case there is any misappre- 
hension—and I think there has been in some quarters, that the com- 
mittee’s visit and purpose in coming to San Francisco was primarily 
based upon the articles written by Mr. Robert Couchman in the Cali- 
fornia Fruit News—I think in fairness to him and everybody else, it 
should be pointed out that this was not the primary reason at all; 
that we, of course, were interested. Mr. Couchman’s articles were 
made available to us, and they have become a part of the discussion 
in the record of these hearings. And because of the desire of cer- 
tain of the members to discuss this matter with Mr. Couchman a little 


further, he was invited and he has agreed to appear today before the 
committee. 
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However, we must not in any way allow the impression to become 
established that it was Mr. Couchman who asked for this hearing or 
that his articles are the primary basis and reason for this hearing 
being held. They were not. The primary basis stems from the rep- 
resentatives of certain small business people in contacts direct with 
the committee, the allegations they made, and our feeling that these 
should be investigated. 

Mr. Couchman, | believe that Mr. Avery has to leave for another 
hearing, so I am going to ask Mr. Avery whether he would care to 
start off any questions he might have. 

Mr. Avery. Thank you, Mr. Chairman. Having been down here 
on the swing position all week, I am overwhelmed at the opportunity 
to first direct questions to the witness. 

Mr. Couchman, I want to personally express my appreciation to you 
for appearing before the committee this morning, because it certainly 
was on pretty short notice. As the rest of us, Iam sure you have your 
plans projected more than 1 day hence, and you must have had to 
disregard whatever plans you had for today so as to be with us this 
morning. 

I have not had the opportunity to completely digest the series of 
articles that were entered into the record of this hearing early in the 
hearing—I think probably the first entry there was. But, as it ap- 
pears to me, the basis of vour articles was this—that there was a cer- 
tain unreasonable and disproportionate pressure forced on the canners, 
on their pricing structure, by the so-called dominant buyers, usually 
referred to as California Street. Usually referred to as being located 
on California Street. 

Now, we have had quite a number of canner witnesses, representa- 
tives of the canning industry, before the committee, and except in one 
instance there wasn’t, as I review the testimony in my mind—there 
wasn’t much in the testimony of the canners to substantiate this 
so-called special pressure being cast upon them from this certain select 
group of buyers. I don’t think we need leave any mystery hover 
around this. 

Certainly the testimony of Mr. Max Rosenthal would substantiate 
the general tenor of your articles. But no other witness, as I recall, 
was able to furnish the committee with any evidence that this undue 
pressure exists. 

Now, of course, we all recognize that any aggressive businessman is 
going to make the best possible deal that he can, because we are all 
living in a highly competitive society, and certainly the food industry, 
I think, would be among the most competitive of all of these so-called 
free-enterprise systems that revolve around in our economy. And, on 
the basis of that general and rather comprehensive summary, Mr. 
Couchman, I wondered if you would care to supplement any more 
than what you wrote in this series of articles, as to the injustice existing 
here as a result of dominant pressure on the canning industry, or any 
other particular areas you might want to comment on. 

Mr. Coucuman. Well, Congressman Avery, I think the early part 


of your remarks was a very good summation of my own views on the: 


subject. 
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My views result from frequent conversations with top management 
in the canning, dried fruit, and frozen food industries in California. 

I have been aware, from the comments of heads of the sales organ- 
izations of the various fruit and vegetable processors, over a number 
of years, of this California Street situation. 

Vhile I have been writing on agricultural subjects and processing 
for many years, I did not have the opportunity to fully explore the 
matter until I purchased the California Fruit News in December of 
1956. 

And, in that month, my attention was redirected rather forcefully 
to this situation, and to the things that the processors had said to me 
by an article which I thought was rather interesting and was rep- 
resentative of the type of thing that canners were confronted with. 
The Wall Street Journal of Thursday, December 6, 1956, which was 
the first week of my ownership of the California Fruit News, carried 
this item with a headline “Prices for Canned Peaches and Fruit Cock- 
tail Weaken as California Packers Are Deluged by Record Crops.” 
And I noticed in this article—and I have kept it just as a sort of a 
memento of my real initiation into this setup—that it was chiefl 
based on the comments of buyers, particularly about the huge stock 
of canned goods and the very weak marketing situation, and that 
prices were going to weaken, and so forth. 

I took occasion to carry this article with me to interview a number 
of canners, to ask them if there were justification for the feeling that 
we had a very bad marketing situation. I am aware, as the records will 
show, that we had good packs that year. But the canners, almost to 
a man, said, “Look, this is a matter of marketing, and we are at a 
disadvantage in this situation, and these boys have made up their 
minds to weaken the market, and there is not much we can do about it.” 

Mr. Moore. May I interrupt to say “these boys had made up their 
minds to weaken the market.” 

Mr. Coucuman. The canner was saying that the buyers have made 
up their minds to weaken the market for the 1956 pack, and there 
is not much we, as canners, can do about it. 

Mr. Moore. Even though actually in 1956, as I understand that 
Wall Street Journal article to conclude, was a year when you had 
an enormous pack. 

Mr. CoucuMaN. Yes, but enormous packs—and I don’t want to 
infringe into the area of discussion that Dr. Hoos engaged in the 
other day—a pack is enormous considering its relationship to the 
size of packs of intercompetitive products. If, for instance, you have 
a year with a large canned fruit pack and a rather small dried fruit 
output, there is a feeling in the industry, I think, that the canned 
fruits will, to an extent, replace dried fruits. If you have a year in 
which you have a very large canned fruit pack and a very large dried 
fruit production, then there is a feeling that these products become 
intercompetitive in some markets. 

Mr. Roosevett. Mr. Couchman, what was the date of that article? 

Mr. CoucuMan. December 6, 1956. 

Mr. Roosevett. So they are talking about the 1957 crop? 

Mr. CoucumMan. No; they were talking about the 1956 pack, and 
it is in the 1956-57 marketing season. 
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Mr. Rooseverr. It is interesting to show that the year 1957, which 
would reflect the crop that you are talking about, dropped from 127 
million to 111 million; so it didn’t turn out that way, ald it ? 

Mr. CoucuMan. Well, again, 1 think there is a confusion of terms, 
sir. The buyers, the trade, in December, knew what the pack was— 
the Canners League of California had already issued its pack figures 
on the quantities ; of the various items packed in the 1956 crop year. 
And if this hasn’t been explained to the committee—a confusion occa- 
sionally arises because we in this industry think in terms of marketing 
years, and the 1959 crop is marketed in the 1959-60 marketing season. 
And, in this instance, 1 am particularly talking about the 1956 pack, 
which was marketed in 1956 and 1957. 

Now, I prepared an article discussing this situation in the December 
15 issue of the California Fruit News, and just as a matter of edu- 
cation on my part, I called on several canners and showed the article 
to them and said, * You know, I am the publisher of California Fruit 
News. This is an article I propose to run in this issue of California 
Fruit News. What is your comment on it?” 

There were some minor discussions made, and the article was used. 
But the thing that disturbed me was the advice that I received from 
a canner or two, “Now, don’t say anything about the California 
Street situation, because there is a hornet’s nest there, and if you do, 
trouble will result.’ 

This is my 88th year in the publication field, as a newspaper re- 
pes as an editor, as a publisher, and so forth, and that is sort of a 


ait, a challenge, to a person with my background. And so for the 


next 15 months, not until April 12, 1958, did I write a line about the 
California Street situation. 

But at every opportunity, every time I called on a canner, a dried 
fruit packer, and some men in the frozen fruit and vegetable business 
who were friends of mine, I managed at a time to get the conversation 
around to the selling problem that ‘they were confronted with. I made 
a point after a time of trying to interview private label packers as 
much as possible, because it ‘shortly became quite evident that the 
problem principally involved those who were in the private-label 
processing business. 

I felt, after 15 months of notetaking and interviewing, and so forth, 
that I was in a position probably to express some opinions that were 
fairly well founded on the facts of this situation. 

And, in the meantime, I had the opportunity to meet with econ- 
omists at the Giannini Foundation and elsewhere to discuss their own 
views as to the financial stability of the California canning industry, 
what was happening to it, if the canners were in as good shape as they 
should be, and so forth. 

I did a little reviewing. 

The prior editor of California Fruit News was not as concerned 
about these matters as I have been, or other related problems in the 
industry, and they were not discussed editorially. So it is very diffi- 
cult to find a record that will report with fair accuracy the conditions 
that existed in prior buying seasons. But I made an effort to inquire 
of men who have been in the business for some time whether the condi- 
tions that I observed in 1956 and have since observed in 1957, 1958, 
1959, at the beginning of the marketing season of our important prod- 
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ucts like yellow cling peaches—whether that has been a common expe- 
rience. And I am assured—or have been assured by canner after can- 
ner—that except in very short pack years, where there is a competition 
for the supply, this apparently concerted effort to force down the price 
at the beginning of the selling season occurs regularly. 

Mr. Avery. Well, two questions, Mr. Couchman. I would like to 
ask you just one question about your publication. What is the circula- 
tion of it, and does—is it self-supporting by its own circulation, or do 
you serve a membership ¢ 

Mr. CoucuMan. No—it is a privately owned business enterprise. I 
own California Fruit News, which has roughly a circulation of about 
1,400, of which probably 300 go overseas all over the world. It is 
considered the most authoritative source of information on the Cali- 
fornia fruit processing industry outside of the United States. Our 
circulation in this country goes to people in the processing business 
and food distributors, and so forth. 

Mr. Avery. Now, my next question and thank you for responding 
to that question about your publication. Obviously in the Middle 
West we do not read the California Fruit News, and I was just a little 
concerned whether it was a private self-supporting publication, or 
whether it would be like a good many other trade magazines that is 
supported by a trade organization. 

Now, the next question is—maybe I should say this so you can under- 
stand my philosophy, or my analysis a little better. 

I have been in the livestock business all my life, and I have always 
been exposed to very keen competition. And every time I had a critter 
to sell I was forced, of course, to place such critter upon the open 
market. And I was subject to all of these shortages and surpluses 
as the season might bring in the livestock market, just as it brings 
in the fruit market. 

Now, I don’t want to leave the impression for a minute that I would 
condone or give my acceptance to any sort of an unethical practice. 
But it is difficult for me to understand how you would expect a fruit 
buyer to do anything else except to respond to the law of supply and 
demand as reflected in the market. 

If we are going to do away with the free enterprise system and guar- 
antee everybody a profit for everyone they do, a regulated economy, 
shall we call it, or however you might like to characterize it, then I 
can see how we can guarantee everybody a comfortable margin for 
any operation in which they might be engaged. 

But as long as we are not going to do that it is a little hard for me 
to say where we can draw the line and allow these forces of supply and 
demand and competition to operate and whereby we say you don’t 
operate any longer because you have to allow Mr. Jones the profit 
he hopes to make for the service that he performs. 

Now, let’s turn this around. Newsprint is getting pretty high. 
Don’t you find your cost of publication going up every year? 

Mr. Coucuman. Even though it is a small one, that is certainly 
true. 

Mr. Avery. Now, if suddenly you would find newsprint overproduc- 
tion, and probably the price would go down, say, $5 a ton, would you 
hardly think you would say, “Well, now, I know newsprint is an 
oversupply and the price has gone down, but the cost of producing 
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the newsprint has worked up too high, and I can’t stand to see you 
fellows making the newsprint not get your regular profit, therefore 
Iam going to keep paying you the old rice. 

It seems to me that is a little of what you might be expecting the 
food buyers to do. I think it is perfectly natural that they would 
respond to these various elements of supply and demand, the same 
as you would on something you have to buy ; the same forces I have had 
to recognize in the livestock market. 

Just where am I wrong in my analysis of this? Is there some co- 
ercion you are suggesting here that we have not ferreted out, or just 
what point have I overlooked in our system. 

Mr. Covucuman. Well, I think I can answer that to your—I hope 
to your satisfaction. 

Mr. Avery. I am not saying that I understand it. I want you to 
help me understand it. 

Mr. Covucuman. I will give you an illustration of the thing that I 
decry. 

Early last April, several of my canner friends confided in me that 
one of the leading buyers on California Street had said to their sales 
people—and at the time the California crop and livestock reporting 
service was indicating that we would have a very large cling-peach 
crop in prospect—this buyer said to the salesmen in several canner 
organizations, “I am not going to buy choice yellow cling 24, 244s, until 
they get down to $2.35 a dozen this year.” 

A person like myself sort of stows that away as an interesting bit 
of gossip. 

The summer went by. The crop prospects continued to look very 
good. They were talking about surplus diversion which would elim- 
inate 135,000 tons from a 700,000-ton crop. 

In August, I called on same of these same canners again, and the 
same person, in one instance—a canner whose firm I am sure does at 
least $35 million worth of business a year said to me, “Do you know 
that this guy this week has been in my office and has again repeated 
this declaration of his, ‘I will not buy yellow cling peaches choice 
24, 214’s, for more than $2.35 a dozen this year,’ and more than that, 
he said he would not buy apricots for more than $1.80.” I don’t re- 
member what the can and grade size were. And I said, “That is most 
interesting to me, because this is the thing I have been carrying in the 
back of my mind for 4 months, and everybody in the industry seems 
to be aware of this fact.” 

Within that week, I called on two other canners who assured me 
that their own sales people within the week had been told the same 
identical story by the same individual. 

Now, the importance of this to me is this. In this food industry, 
this processed food industry, there is a system of communication that 
is just utterly appalling. Word gets around immediately. And it is 
perfectly evident from having watched this thing for a long time, 
from a little distance, and rather intimately these last 3 years, the 
information on price, it is never more than 24 hours old, if that old, 





in getting into the hands of everybody. And do you know, sir, the 
market on canned yellow cling peaches, choice, 24, 214, in California 
opened at $2.35 a dozen, because there wasn’t a single other buyer in 
California Street who would buy until the price reached that point. 
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Now, the thing that I decry is this planting a price—the fact that 
an important buyer would not buy until it reached that price meant 
that no buyer would buy until it reached that price. 

If you watch this whole picture clearly, you will see that, ont 
speaking, every canner pays the same price for raw products, wit. 
very little variation. And you will also find that on a particular 
market, on a particular day, as nearly as they can, these important 
buyers pay exactly the same price. There are some special deals. 
These special deals I have been aware of for years. 

The grower groups, when I wrote for grower publications rather 
than for a trade publication that I now own, have said to me over the 
years, “We have got a bad crop situation this year. We have gone to 
this big chain distributor, and we have said to them that we have this 
big supply of stuff, will you put on a special promotion for us?” And 
they tell me the last question that is always asked, “Well, what is the 
deal?” And you ask what the dealis. ‘The deal is what is the special 
price, what price will you give us that is not available to anybody 
else. 

So over the years I have been watching this thing very closely. 
And this one instance, this instance I described to you, that reputable, 
substantial businessmen told me about this year, confirms in my 
mind—and if you have read the California Fruit News comments on 
this thing, you will observe that I have not said that this is in viola- 
tion of any law. I have said this is a bad system that to my mind 
ought to be corrected, because somehow or other the buyers tend to 
act in concert—whether or not they do it covertly. 

Mr. Avery. Well, I want to make one comment at this time, Mr. 
Chairman. 

Unfortunately, I have to join another congressional committee 
meeting in town today shortly after 10:30. 

So, Mr. Couchman, when [ leave at 10:30 I don’t want you to think 
you have convinced me or I have given up convincing you. I want 
to say that now, because I will find it necessary to leave at that time. 

Now, let’s go back to this $2.35 price. 

Just where do you suppose that came from? Now, I am sure that 
they didn’t pick it off of a roulette wheel. Certainly there were some 
very tangible factors taken into account. I will accept this picture 
you painted for me, that there was an arbitrary figure established. 

I wonder why that was $2.35. Are you suggesting that it was out 
of line, in view of the supply that was going to be on the market that 

ear ? 

Mr. Coucuman. I certainly am, sir. That is the lowest price, as I 
recall, since 1949. In the meantime—the pack was large, yes, but not 
appreciably larger than the 1956 pack, as I recall. Canner costs had 
risen. ‘There had been some decline in raw product cost. 

Mr. Avery. All right. 

e a if it was disproportionate, why would the canner accept that 
gure ? 

Mr. Coucuman. Well, I think one has to be rather close to this in- 
dustry to understand. If we will refer back to some comments that 
Dr. Hoos made the other day, about the pressure of the supply of the 
raw product. : 
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California canners, as a general practice, try to process every ton of 
onatabhs product. For instance, cling peaches—that are available 
for processing. A better example is tomatoes, which are not under a 
volume control program, a State marketing order program. 

The reason for that is that canners generally fear if all of the ton- 
nage is not contracted for, sooner or later some canner may line up 
additional tonnage at a price several dollars per ton under the estab- 
lished field price ‘for the season, and he will be able to average his raw 
products costs a little lower than his competitor. 

Mr. Moore. Now, that is the activity of a canner. 

Mr. Covcuman. Yes— I am building up to answer the question that 
Congressman Avery has asked. 

The result of this practice has always been, when the season is 
favorable, to have very large packs of most commodities. The can- 
ning industry, as you ‘gentlemen have been told, is made up of some 
large, very strong, ver y well financed, very well managed firms, and 
they go all the way down to the marginal operator who has diffic a 
financi ing his operation from year to year. And some of these oper: 
tions are so set up financially that. it is almost essential that the can- 
ner ship from his processing line, having his new pack go through the 
labeling machine, into the freight car, and start moving the merchan- 
dise when the packing season starts. He has limited warehousing. 
He is under terrific pressure to move. 

In addition, he has the problem of his short-term financing. 

So everyone in the industry is aware of this terrific pressure. 

They are also aware of the fact that you can wait just so long, and 
somebody has to sell because he can’t hold on any longer. 

Mr. Avery. All right. I can appreciate all those things, because 
those factors are all prevalent in the livestock industry, too. We all 
have our financial problems, and we are all highly competitive with 
each other—we are individuals instead of corporations. But those 
same forces are at all times. 

Now, I just can’t quite think it through to the next step, Mr. Couch- 
man. What can we do about it? 

Now, if we are going to retain this free economy of ours, we are 
certainly going to have to let supply and demand set these prices. 
Otherwise we are going to have to set them by statute. Are you sug- 
gesting we put a canner on cost plus 10 percent, or what? 

Mr. CoucuMan. No, sir. 

Well, the one hopeful sign, I think, is indicated in the recent address 
of Chairman Kintner of the Federal Trade Commission—I believe 
it was at the annual meeting of the grocery association—in which he 
mentioned a particular section in the Robinson-Patman Act that he 
feels now, in spite of some adverse court decisions, is enforcible, and 
that is the section that permits prosecution of buyers for exacting un- 
fair deals from sellers. I don’t know the use to which canners would 
resort to that section. They are very reluctant openly to discuss their 
business, I think, as you may have found. This is a peculiar industry 
in many ways, but it seems to me that is one way of doing it. 

The other thing that has occurred to me many times is that in 
Robinson-Patman and Sherman Antitrust we have legislation that for- 
bids sellers to any way enter into an understanding, even to act to- 
gether. 
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Mr. Avery. That is horizontal price fixing ? 

Mr. Coucuman. Yes—even acting together. On the other hand, 
there is nothing in the Jaw that. permits one buyer to say, “I am not 
going to buy cling peaches until they are $2.35 a dozen” and the rest 
of his associates who operate in a very constricted area hear this and 
say, “Well, if Joe Doaks isn’t going to buy cling peaches until they 
reach $2.35, I am not either.” And, as a result, you have a period 
in which the pressure builds up to find somebody who will sell. The 
canners will tell you that when one person makes a sizable sale at 
$2.35, that for the present is the market. And that is a ruse that I 
am satisfied in my own mind is used effectively, and I think it is used 
to the detriment of the processing industry. 

Mr. Avery. One more question, Mr. Couchman. 

One witness before the committee made this statement—and I could 
verify who it was but it would take a little time. He said our biggest 
problem out here is we put too much land into production in the 
perishable commodity market. Would you agree with that state- 
ment ? 

Mr. CoucuMan. Yes, sir. 

Mr. Avery. Thank you, Mr. Couchman. Again, I find that I can- 
not be in agreement with you in all of your viewpoints, but certainly 
I do appreciate your coming before the committee so as to have given 
the committee the benefit of your opinions and conclusions in this 
recognized serious problem. 

Thank you, Mr. Chairman. 

Mr. Roosrvett. Mr. Steed ? 

Mr. Streep. Mr. Couchman, does your newspaper accept display or 
other advertising ? 

Mr. CoucuMan. Surely. 

Mr. Steep. That is the main source of your income? 

Mr. CoucuMan. That, and subscriptions. 

Mr. Steep. What is your annual subscription rate ? 

Mr. CoucHMAN. $6 a year. 

Mr. Sreep. Who constitutes your chief sources of revenue? Who 
are your advertisers, generally speaking ? 

Mr. Coucuman. My advertisers are principally canners and dried 
fruit processors. And some of the marketing order programs that 
have process product promotional activities. For instance, the Cling 
Peach Advisory Board’s promotional program, they have given me 
a little schedule of advertising. The prune people have done the 
same thing. 

Yesterday the Pear Zone No. 1 said I would have a schedule on the 
canned pear promotion. 

Mr. Steep. You have described a situation here how the buyers can 
exert unfair and undue pressure on the canner when the supply is too 
large. 

Has there been a time when the supply has been too small ? 

Mr. Coucuman. Oh, yes. In particular products, sir. 

Mr. Streep. When a situation develops where, let’s say, we would 
have a shortage in total of fruits and vegetables, wouldn’t the canner 
then conversely be in a position to take the buyer to the cleaners, just 
like he says now the buyer is taking him to the cleaners? 
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Mr. Coucuman. For purposes of illustration, the apricot crop in 
1958 was approximately 96,000 tons. In 1959 it was 220,000 tons. 
There was very active bidding for canned apricots last year, and the 
prices went up. And they sometimes, to my mind, get very much 
out of line. 

On the other hand, there is a tendency in the industry that I have 
observed for the processors to conclude that they are at a disadvantage 
in a market if they have too wide a variation in product price. And 
in some product areas, there is a tendency—there is no way to fix or 
control the price—there is a tendency to try to hold the price to a 
stable level, so that the variation is not at an extreme. 

Now, this is not to the extent that I might like, or that some people 
who are more merchandising-minded in the industry might like. But 
it is a thing that is discussed. Canners frequently say that they are 
fearful when a particular product is in short supply, and the bidding 
for the item is very active, that the rise in price will not only curtail 
consumption, as price is a component in this demand supply situa- 
tion, but that it may affect the consumption of the same item the 
succeeding year when the supply may be more abundant. 

Mr. Steep. We have had many hearings on many different subjects, 
many different industries, since I have been a member of this com- 
mittee, and this may be rather a cynical reaction I have gotten from 
it, but like in the oil industry and milk industry and other industries— 
it seems to me that there just gets to be a kind of occupational disease 
to gripe and bellyache. Do you feel like these complaints the canners 
make are based on real facts, or is it just kind of a general tendency 
for them to always cry wolf and sing the blues? I mean how much of 
their complaint is realistic, and how much of it is just a general prac- 
tice of always taking a dim view of things? 

Mr. CoucuMan. Well, that is a difficult question to answer, sir. I 
approach the thought that is in your mind from a completely different 
angle. I had the opportunity, not too long ago, to borrow a Dun & 
Bradstreet file on the financial condition of the principal canners in 
California, and I was astounded at the appraisal of the financial sta- 
bility, solidity, of most of our canners. 

I asked the person from whom I occasionally buy a few shares of 
stock, that since I am in this business, and since I have association 
with these firms, “Would you suggest I buy this stock, or this stock, 
or this stock?” And you know what the answer was—“These are risk 
stocks, they are highly speculative—no, a person in your position 
should buy something less risky, less speculative than that.” 

And when I talk to canners and other processors about these prob- 
lems in this industry, that is in the back of my mind. And I just won- 
der if this very important industry that ee a market for $125 
million or $150 million of raw agricultural products a year, shouldn’t 
be on a sounder financial basis than it is. 

Mr. Sreep. I agree with you, it is a very important source of the 
Nation’s food supply. And in all these basic industries stability is 
something very much to be desired. 

Would you say that the canner, because of the peculiar situation 
that we find geographically and otherwise—that he is somewhat per- 
haps, not only the victim of the buyer, but also of the producer? If 
a producer produces too much, he becomes a victim of that over- 
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production as well as he becomes a victim of the pressure that that 
overproduction permits a buyer to put on him. So he catches it from 
two directions. 

Mr. Coucuman. I think the canner is caught in a squeeze situation, 
without question of a doubt. Anyone who looks at the record, looks 
at the facts, season after season, is fully aware of that. 

The canner is in a difficult situation for another reason. This can- 
ning tomato situation, on which testimony was submitted to the com- 
mittee already is an example of this. And I don’t know whether the 
full story has been presented to the committee. But canners concluded, 
in view of the very substantial carryover—and my recollection is that 
we had about 35 percent of a normal year’s supply of canned tomatoes 
and tomato products carried over into the 1959-60 marketing season. 
In view of this, it was the intention of canners generally, I think, to 
reduce the size of this year’s pack. 

The only means at the canner’s command to regulate the supply of 
a crop like this, which has no marketing order program, is price. So 
very early in the season, the canners, all of them, offered $21.50 a ton 
as the going price for tomatoes this year. 

I can’t testify to the conversations that canner fieldmen had with 
growers. But I am fully aware of what happened in the larger aspects 
of this marketing season. 

The California Canning Tomato Growers Association—and I am 
a strong supporter of grower organizations generally, I think the 
canner and grower organizations should find a way of working closer 
together—advised its members that it had the power of attorney as 
to the disposal of their crops for the 1959 season, and that the crops 
could not be sold to canners for less than $23.75 a ton. Thereafter, 
there developed a stalemate which lasted until about the second week 
of the canning season, processing was underway, before the associa- 
tion finally relieved its members of the requirement not to contract 
with canners for less than $23.75. They dropped the price to $22.75, 
and then when tomatoes were spoiling in the fields, they finally told 
their membership, “Well, you go out and sell for $21.50.” 

Ordinarily, growers do not plant tomatoes in California unless they 
have a firm canner contract. They do not do so, because the average 
bank will not finance a grower’s operation, unless he has a firm con- 
tract. 

This year probably 50 percent of the tomatoes grown n California 
for processing were produced—were grown without canner contracts, 
and were not contracted for until about in the beginning of the second 
week in the canning season. 

Mr. Roosrevett. Mr. Couchman, you know the evidence before the 
committee that there were contracts in the names of relatives? 

Mr. CoucumMan. Yes; I am aware of all of those things, surely. 

There were a lot of mean practices used to circumvent the associa- 
tion’s contract. I am fully aware of that. And I would comment 
here that I think that those resulted as much from the pressure on 
the part of the grower to find a home for his crop, as for the canner to 
find additional supplies. 

I mention this—to go back to Congressman Steed’s original question, 
this illustration—because it points out that the canners this year did 
attempt to curtail production of tomatoes. The thing got completely 
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out of hand. And as of the 7th of this month, deliveries to canners 
this season totaled about. 2,100,000 tons, which I think is probably 
200,000 tons or 300,000 tons more than canners felt would have been 
desirable for this season. There is a tremendous pressure. 

Mr. Steep. You mean 200,000 tons more. 

Mr. Coucnuman. The total production was 200,000 to 300,000 tons 
more than canners felt generally would be desirable to be produced 
this season. 

Mr. Steep. Well, just one final question. If I understand the his- 
tory of this correctly, there was a time, maybe some time ago, when 
quality of a particular cannery meant something. But it sounds to 
me like in these hearings that the industry has become so standardized, 
that a canner no longer has any advantage of having a better product 
than his competitor. And, therefore, they are all more or less thrown 
in thesame pot together. Isthat true? 

Mr. Coucuman. There is a simplification of the grade line, I would 
agree. There are some canners who still pack fancy and extra choice 
and choice and standard. But the tendency is—and it is understand- 
able from the point of view of the economics of the processing opera- 
tion—the tendency is for most canners to pack choice and standard. 
And that is what the consumer is getting for the most part. 

There is one major canner, I understand, that has only one grade— 
everything goes into this one grade. 

Mr. Streep. Well, now, does that situation have any effect or impact 
on the canner’s selling opportunities? Doesn’t it have an effect of 
leveling him to where that any quality advantage he might at one 
time have held he has more or less lost ? 

Mr. CoucuMan. That question, sir, cannot be answered with a “Yes” 
or “No.” 

You had one witness who testified that he specialized in lines that 
he could sell to small wholesalers and small superoperations and so 
forth, and I happen to know he is one who packs a full-grade line, 
and he has developed markets for these different grades and different 
styles of pack, if you want to refer to it that way. 

But there is only a limited opportunity to do that. 

Mr. Roosevetr. Because of the type of demand from the buyer ? 

Mr. CoucuMan. Because of the type of demand from the buyer, 
and because of the manner in which our food distribution system oper- 
ates. And I will give you an example in another line. 

I attended a fruit conference in Yakima, Wash., at which I heard 
the chief produce buyer for one of the very largest chain organizations 
in our country discuss the fact that his store no longer offered con- 
sumers more than two varieties of applesat atime. Hesaid— 

We have one variety of green apple and one variety of red apple. We cannot 
take a chance on the checkout girl being confused by two varieties of red apples. 
And, of course, the thing that interested me is the consumer who may 
like another type of red apple than red Delicious, say, who might want 
a Jonathan, has no opportunity to buy that apple. 

And if you have Newton Pippins, which are commonly produced in 
this area of California—if you stock Newton Pippins, you don’t have 
any other green variety in the store. 

So that the tendency, I think, of food distributors as I have ob- 
served—on a couple of occasions in recent years I have taken a month 
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off and called on brokers and retailers in Chicago and Buffalo and 
Baltimore and Philadelphia, and where-have-you, to just look at what 
is happening to California processed products on retailers’ shelves, and 
to talk with buyers and so forth. The tendency is for these lines to be 
simplified. That is what they want. 

Mr. Steep. That is all I have, Mr. Chairman. 

Mr. Rooseveur. Mr. Moore ? 

Mr. Moore. Mr. Couchman, in reviewing the articles that you have 
written, and your testimony today, I am still impressed, together with 
other testimony we have had in these hearings. I note a statement 
or conclusion which you make in your April 12 article, which was en- 
titled “Concentration of Buying Puts Squeeze on the Canners,” and 
you are talking about these buying practices, and so on. And then you 
come to this conclusion : 

This is one reason at least why California canned fruits and vegetables con- 
tinue to be among the best food bargains available to the U.S. consumer today. 

Now, do you believe that? 

Mr. Coucuman, Yes, sir. 

Mr. Moors. Do you believe that these practices, as bad as we, say, 
mutually agree that they are, if they exist, still inure to the benefit 
of the U.S. consumer? 

Mr. Coucuman. Actually, sir, I consider that these are two good bar- 
gains as far as the consumer is concerned. If in the process of continu- 
ing the price structure we have, we see a significant change in the com- 
position of the California fruit and vegetable processing industry—I 
think the saving that the consumer may make 1s too expensive a price 
to pay for what is happening, both in terms of the canning industry 
anil paetié of our commodity producing groups. 

Mr. Moors. Now, that is on the California end of the deal ? 

Mr. Roosrvetr. Would my colleague yield for a minute? 

In other words, what you are saying is that the short-term advantage 
is tremendous, but you are afraid of the long-term results which then 
would not be so good for the consumer ¢ 

Mr. CoucHMAN. Exactly. 

Mr. Moore. Well, now, if we continue in the field of producing 
these items as we have produced, and as years continue to go by, and 
production continues to increase, what are you afraid of in this field ? 

Mr. CoucuMan. Very frankly, this is what I am afraid of. Until 
population increase catches up with the supply of these products, I 
see a deteriorating position for processors, particularly those who are 
not the most efficient, most solidly financed, and so forth. And I see 
a deteriorating position for a lot of growers who have to sell in that 
market. 

Mr. Moore. Do you feel that there are any instances of sharp prac- 
tices and hard bargains that are dealt in by the processor as he deals 
with the grower that are as dangerous in your opinion as the prac- 
tices you envision that exist between the buyer and the canner? 

Mr. Covucuman. I am not going to be facetious in my response, 
sir. You gentlemen have—and there is no fault to find with any- 





one, and I wouldn’t ask otherwise—but you have not seen the edi- 
torial discussions that have occurred in California Fruit News in 
the other issues than those before you. 

Mr. Moore. No, we have not. 
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Mr. Coucuman. There are other problems in the industry that I 
have spoken of, I think, as forcefully that are directed at canners. 
As a matter of fact, my comment this week—and I am sure that I am 
open to criticism by a number of people in the canning industry— 
is that canners should do everything possible to sustain the existing 
California Tomato Growers Association. And I do have a feeling 
that there are some canners who would wreck that organization tomor- 
row if it were possible, and who would use means that I would not 
approve of to do so. 

On the other hand, as far as I am personally concerned, I think 
that it is essential in the industry to have this grower commodity 
organization. And if this one is not in the industry, I feel a vacuum 
will be created and another one will develop. And it may not be as 
experienced, it may not have the record of successes and failures this 
onehas. And the industry would be worse off for it. 

Mr. Moore. Sir, I might say to you I think in the light of the 
articles we have before us, that your statement is a breath of fresh 
air, because I think that in consideration of the fact that your publica- 
tion is admittedly a processor or canners-type publication, that you 
are substantially saying to me that you have dealt in self-criticism 
of the very industry that perhaps in some instances sustains your pub- 
lication to a great or small degree. 

Mr. Coucuman. I doso reguarly. 

Mr. Moore. Now, could we get into the field of generalities here 
and say that in a short pack year that actually then the buyers are 
really in competition with one another ? 

Mr. CoucuMan. Certainly. 

Mr. Moore. And that in a large pack year that competition shifts 
to where the canners are in competition with one another ? 

Mr. CoucuMAN. Yes. 

Mr. Moors. Now, the only thing that—I have two more questions, 
and I would then conclude. 

I get the impression, from your statement, that you feel that by a 
meeting in some vast meeting hall such as this, or small cloakroom, 
that some way or another the buyers on California Street do act in 
concert. 

Mr. Coucuman. I am satisfied in my own mind, sir, that that is 
the case. 

Mr. Moorr. Now, you are saying to me that the buyer for A. & P. 
and Safeway and Kroger and the other very highly reputable 
chain organizations that are represented either on California Street 
or just around the corner on Pine Street, or wherever it might be— 
that is a sort of little joke we had yesterday, that some of them are 
around the corner, sir—that they altogether, as severe competitors as 
they are for a share of the Nation’s food market, get together and set 
the price. 

Mr. Coucuman. No; I wouldn’t say that that is precisely the view 
I take of the situation. 

I won’t say that, because I have watched too closely what happens 
in the pricing of commodities. 

For instance, I have stood in the office of a sales manager and have 
seen a telegram delivered which says to him, “So-and-so is offering 
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this product at this price in this market this morning at so-and-so. 
What are you doing about it /~ 

I mention this—this has happened scores of times. I mention this 
because as I said earlier there seems to be a rather remarkable system 
of communication in this food industry. Anybody that makes— 
with the exception of some of these private deals that occasionally 
come to light—except for that fact, people in this industry seems to 
have a pretty good idea of what their competitors are doing. And 
that is one reason why I have attempted to qualify my comments 
about my feeling that these buyers work in concert, with the admission 
that I have no way of knowing that there is anything illegal at all 
about what they do. Somehow or other, by osmosis or otherwise, the 
word gets around, and when one of them buys at one price level 
everybody else is selling. 

Now, | have been told by some sales managers, “Look, the buyers 
don’t spread this information. The sales people do. They tell each 
other. And the buyers don’t have to communicate. The word gets 
around promptly.” I have no way of knowing whether that is the 
case. I do know the information gets around. And I do know the 
fact that a very important buyer buys at one price usually influences 
the purchases of another buyer. 

I would make just one further comment, too. 

I don’t want anyone to gain the idea that I think that all of these 
buyers are of one kit and caboodle. I think there are some very fine 
men in this buying industry who are completely above reproach in 
their relationships with the sellers. 

On the other hand, I do think there are those at the other extremes. 
As I have talked to canners and dried fruit processors, and frozen 
food processors over the years, I have heard certain names mentioned 
time and time again in connection with pressures and deals that I 
just thought ethical businessmen should not be guilty of. 

Mr. Moore. And both of these extremes, would you say, are repre- 
sented in the large chain buying ? 

Mr. CoucuMan. Yes, sir. 

Mr. Roosrvetr. Would my colleague yield for one question? 

Isn’t it true, Mr. Couchman, that probably what is going on now, 
certainly there is no evidence before this committee, and as far as I 
know at the moment, at least, there are no charges outstanding of 
direct violation of the antitrust laws as such, but the result achieved 
is the very thing that the antitrust laws were aimed at? 

Mr. CoucuMan. Right. 

Mr. Roosevetr. And while the law, as written, may not be violated, 
the intent of the law is being circumvented by whatever the means 
may be? Therefore the interest of this committee, it seems to me, is 
not to investigate whether the law is being broken, but whether the 
fundamental purposes of the antitrust laws are being circumvented. 
If the conditions for which they were originally enacted are still in 
existence, we should demand some thought as to what, if anything, 
can be done about it ? 

Would that be a proper view ? 

Mr. CoucuMan. That was my understanding of the purpose of this 
committee’s investigation. 
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Mr. Roosevetr. And would you feel that that is, therefore, a sound 
purpose ¢ 

Mr. Covcuman. I would, sir. 

Mr. Roosrverr. And that the conditions that exist demand this type 
of effort / 

Mr. CovcuMan. I would agree to that, sir. 

Mr. Roosrvetr. Thank you. 

Mr. Moore. I have one other series of questions. 

You have also written an article on June 7, 1958, in which you carry 
the heading, “Canners Resentful to One Side Order Routine.” Now, 
we have had some testimony that these practices of reservations, ad- 
justed reservations, and bookings, and so on down the line, all have 
perhaps different meanings to different buyers. But may I ask, does 
this business of the one-sided order routine—and I take it that is 
where an order is placed and no price is set-—doesn’t that have an ad- 
vantage both ways? Doesn’t it work both ways—that it might in 
some year inure to the benefit of a canner, whereas in your present 
thinking it is a matter that is something they should complain about ? 

Mr. Covucuman. I would say that in particular instances, that is not 
a constructive practice in that canners have told me they feel obliged 
to hold the stocks, the reservations, for the buyer, and would not think 
of disposing of those stocks if a sale opportunity presented itself. 

On the other hand, there is no obligation on the part of the buyer 
to take that reservation. Soin a difficult sales season, the canner may 
find himself reserving a supply of merchandise at the request of a 
buyer, and the buyer may find to his disadvantage later on to take that, 
and the canner who has held that merchandise must find another cut- 
let for it. In a situation like that, I think it is to the canner’s dis- 
advantage. 

Mr. Moore. But there are instances in which a canner—let’s say 
does reserve so much, the price is at such a figure, something happens, 
either an act of nature or otherwise, which causes that price to adjust 
upward—perhaps not as many times as over the years it adjusts down- 
ward. But there isa two-way street there in some respect. 

Mr. Covcuman. I would say the canner who is in a pretty strong 
position, and who is able to do it, to accomplish it, gets as much 
advantage out of that arrangement as the buyer does. I think there 
issome mutuality there. 

On the other hand, I think that it is used to the disadvantage of 
some canners. I don’t think—and T would add this—I don’t think 
it isever used to the disadvantage of a buyer. 

Mr. Moorr. You will agree for this committee to be effective, and to 
do the job that perhaps you had envisioned that it was going to do, 
that it is necessary that we have something concrete to go on? 

Mr. Coucuman. Right. 

Mr. Moore. That it is necessary that we have names of either buyers, 
canners, or growers, wherever the shoe fits, to be brought before this 
committee, and the sharp practices or otherwise that they deal in be 
spelled out, for us to do our job? Would you not say so? 

Mr. Coucuman. Your question is leading up to another question 
which, sir, Iam going to decline to answer. 

Mr. Moore. No, Iam not going to ask you names. 
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Mr. Coucuman. Then I misunderstood you, sir. 

Mr. Moore. I am getting around there. [Laughter. | 

But I am not going to put you in that position so that you would 
have to decline, sir. But would you answer that? 

Mr. Covucuman, I think that if I were in your position and a mem- 
ber of this committee that it would be most important to have names 
and incidents and illustrations of bad trade practices and what-have- 
you, yes. 

Mr. Moore. Anything that would tend to be an actual violation of 
the Robinson-Patman Act which we could sink our teeth into, for us 
to grab hold of these problems we see, and attempt to come forth 
with any sort of remedial legislation, or reference to the Justice De- 
partment for action, I mean we have to have that—you will agree? 

Mr. Coucuman. I will. 

Mr. Moore. I would then suggest, sir, considering the objectivity 
of your magazine, that from my standpoint, and after these hearings 
are printed, , that an article be set forth in your California Fruit News, 
which would come under the heading, “Canners Utterly Fail To Pre- 
sent Their Case to a Congressional Investigating Committee,” and the 
reason I say that, if these practices exist, all of the fear of retaliation 
and pressures and perhaps a man losing his business, and so on, that 
can, as we visualize, perhaps happen, if these pressures are indulged 
in—if the canners don’t come before this committee and give us the 
answers to the questions that we propound to them, how in the world 
can you expect us to help them ¢ 

Mr. Coucuman. Well, I will comment to this extent, sir. If you 
had seen recent comments of mine in the Fruit News, you would have 
noted I have said that canners have an opportunity to come before 
this committee and supply this committee with facts that will assist 
the committee in dealing with a very bad situation. 

As far as what the canners do, sir, as I mentioned earlier, it is a rather 
different industry than you will find perhaps elsewhere in the at 
and they operate a little differently. They have been hurt by a couple 
of Robinson-Patman actions involving conspiracy, and so forth. And 
they are very fearful of their uncertain position. And, as you have 
found, probably, they are quite unwilling to discuss frankly on the 
witness stand some of the things that pr ivately they feel are very bad 
for their industry. 

Mr. Moors. Mr. Couchman, we have had very capable members of 
the staff of this subcommittee here in California for 5 to 6 weeks, very 

‘arefully going over all papers in an attempt to gather information 
here that would give the very capable chairman of this subcommittee 
the opportunity of holding a ‘hearing which would result in our being 
able to help out. I, sir, am almost forced to the same conclusion as 
that of my colleague, Mr. Steed, and say we should here indulge 1 in 
the great old American colloquialism, and that is, “Put up or shut | up.” 

That is the point where we are at this time. 

I would say that you don’t have any more dedicated committee in 
the Congress or dedicated chairman of a committee in Congress than 
this committee or its chairman. While I enjoy coming to C ‘alifornia, 
I have spent a lot of time in this chair trying my best, “along with the 
other members of the staff and my colleagues, trying to develop this 
complaint. And until there is a great renaissance “of a sort in the 
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attitude of the canners, I am afraid that while my visit has been most 
pleasant, my associates very fine, the weather for the most part has 
been wonderful—all these things that go into making a trip nice—but 
I have sat here, and the seat is getting hard and I am not learning 
anything. I would like to produce a result, as I know the chairman 
of this committee would like to. 

So, sir, when you are out around the country, talking to your can- 
ner friends, tell them that at least you heard somebody say that we 
would like to help them, but we have got to have the facts. And I 
think that is pretty much generally what Mr. Steed was talking about. 

But other than that, may I say I appreciate your statement. I find 
that you are a different type of individual than we perhaps originally 
thought after reading your articles. We thought you would come in 
here riding the canners’ horse and leave riding the canners’ horse. 
But we find you have been objective in your approach to the problem, 
and just as severe a critic of the industry as you have been a pro- 
ponent in behalf of its problems. For that reason, I thank you very 
much. 

Mr. Roosrvettr. Mr. Couchman, on behalf of the committee, we cer- 
tainly do appreciate your being with us. I think I should make two 
statements. One, there was some question as to whether we were 
being unfair to you on the ground that possibly there might be repri- 
sals taken against you as a result of your appearance. I am sure 
you know of the statement of the committee with respect to reprisals. 
We don’t expect any. I don’t think that even though—perhaps that 
is somewhat gratuitous. I would simply say to you that if there is 
at any time any indication of a reprisal, we will expect you to let 
us know, and we shall not fail to take action on such a situation. 

I am going to ask Mr. MacIntyre if he would introduce into the 
record at this time a statement in order to reflect and substantiate my 
earlier statement that the basis of this committee’s efforts is not 
simply the basis of your articles. And I don’t do this in any way to 
detract from that. But I think because of the emphasis which has 
been given to that this morning, it is well that the committee at this 
time point up that there is a broader basis than the one which has been 
stated. 

Mr. MacIntyre? 

Mr. MacIntyre. Mr. Chairman, there came to the committee copies 
of complaints that were made to the Federal Government law en- 
forcing agencies uader date of July 11, 1957, that there were discrimi- 
natory prices being induced and knowingly received by buyers for 
large chainstores in their buying of fruits and vegetables in California. 
And, with your permission, I am going to read two paragraphs from 
that, a copy of that complaint. The Trade Commission, the Depart- 
ment of Justice, have not been free, of course, under the law to make 
available any such complaints. They have made investigations. 

The first paragraph of the complaint I will read is to this effect: 
“We believe that a large portion”—and, incidentally, these statements 
were made by representatives of a large number, running into thous- 
ands, of competitors of chainstores. 


We believe that a large portion of the sales of canned fruits and vegetables 
in the San Francisco buying offices of the eight food chains named in exhibit A 
involve persistent day after day price discriminations of a substantial amount 
and for which there is no legal justification. The amounts of such discrimina- 
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tions will be found upon investigation to be as great or greater than the gross 
markup for these products by many of the wholesale suppliers of the retailers. 
Investigation will also develop the fact that a significant part of the sales of the 

21 canners named in exhibit B are involved in these price discriminations. The 

evil practices going on in the San Francisco market are so widespread that 

discriminations among competing buyers constitute a common practice. The 

prevailing situation is so bad that this method of operation has spread to other 

canning market areas, in Wisconsin and New York. Within the past 12 to 18 

months, two chains, Colonial Stores and Winn-Dixie Stores, have opened up 

buying offices in San Francisco. We believe that if the discriminatory practices 

now going on there are allowed to continue, more chains will be forced by com- 

petition to establish buying offices in San Francisco. 

Those complaints were investigated. They have been investigated, 
of course, by the staff of this committee. They were investigated at a 
considerable expense by investigators of the law enforcement agencies. 
Since those investigations were made, in the winter of 1957 and 1958, 
three formal lawsuits have been instituted against three medium sized 
and small canners in California here for discriminating in favor of 
chainstores and against their other small buyers. 

Mr. Chairman, I would like to observe that the reason apparently 
that legal action was not instituted against buyers was because little or 
no investigation was made by the law enforcement agencies in the offi- 
ces of the buyers. The investigations were all made of the books of 
the little sellers, and there the evidence was found, as we have found 
it, that those little sellers did give the chainstore buyers lower prices 
than they were giving the wholesalers who were buying for resale to 
competitors of the chainstores. 

We undertook investigation of those charges, and the staff of the 
committee is continuing its investigation of it. 

It was only incidentally, therefore, that the articles of Mr. Couch- 
man came to the attention of the committee, long after our investiga- 
ion was undertaken. 

Mr. Roosrvetr. Mr. Couchman, may I also say to you, on behalf of 
both Mr. Steed and myself, that while we join with Mr. Moore in re- 
gretting that, for whatever the reasons may be, we have not had the 
cooperation of the canners in coming forward and telling us what you 
relate they have told you in confidence, I think that we should point out 
that our interest does not therefore cease, merely because they will not 
come forward. 

If the reasons that keep them from coming forward are so powerful 
that a true picture cannot be brought out, to me at least, and I think 
to Mr. Steed, also, that is even a greater reason for believing that 
something should be done about the situation, rather than saying to 
them “put up or shut up.” I cannot help but personally feel that if 
people have reached the point in any industry where they are not free, 
in their view, to talk openly, frankly, about the situations that exist 
in that industry, the danger flag is up for that industry. And this 
happens to be an industry that has tremendous impact, as you well 
know, not just on the grower, and the farmer, and the processor, and 
the buyer, but on the entire American public. And, therefore, having 
had that flag of danger hoisted, as has been well brought out by Mr. 
Moore, that there is a situation where you and many others tell us 
that a situation exists, but are not willing to come forward and pin- 
point it—as far as I am concerned, it is time that this committee, and 
perhaps other committees of the Congress, should give a tremendous 
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amount of time and attention to it, until we do find ways and means 
of pinpointing it and bringing it out. 

Mr. Coucuman. Lam olad to hear you say that, sir. 

Mr. Moore. Mr. Chairman, I would say that I certainly agree with 
your statement, and perhaps the term “put up or shut up” was a rather 
harsh term. But I like to think that as an Individual I deal in prac- 
ticalities, and I don’t think that we, as a subcommittee, can continue 
to hold ourselves out as a possible solution to the problems unless we 
get some cooperation. Maybe cooperation is a better word than 
“put up or shut up.” 

I would subscribe, Mr. Chairman, generally, to your statement. I 
think, though, that whether it should be done on the record or not, 
for us to draw any other conclusion than that we will continue to look 
and continue to probe and do everything, exert every possible energy 
that we can to solve this thing. But it would be So much easier if 
we could get the direct answers to our questions. 

Mr. CoucuMan. I would agree. 

Mr. Roosevetr. I will say amen to that. 

Thank you very much, Mr. Couchman, we appreciate your appear- 
ance. 

Yesterday, I inquired whether Mr. E. B. Antonell and Mr. Harry 
Crean were present to testify as they had requested. We have been 
informed of the inability of Mr. Antonell to be present. 

However, Mr. Crean has come up here today, and if he will come 
forward the committee will be glad to hear him, but I have to limit 
it to10 minutes. Weare well behind schedule. 

Mr. Crean, I am going to have to be very strict with the time. 

Would you raise yourr right hand ? 

Do you solemnly swear that the testimony you shall give before 
this committee shall be the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Crean. I do. 


TESTIMONY OF HARRY CREAN, FRESH VEGETABLE GROWER, 
SALINAS VALLEY, CALIF. 


Mr. Roosrvett. Mr. Crean, you have a telegram from Mr. Antonell 
which you would like to read to the committee and then you may 
proceed. We will give you 6 minutes, which will leave the com- 
mittee 4 minutes to ask questions. 

Mr. Crean. Mr. Chairman, I don’t know whether I can read that 
fast or not. 

This telegram was delivered this morning. It is signed Blythe Melon 
& Vegetables Growers Association, and it is addressed to Mr. Ralph 
Burger, president of the Great Atlantic & Pacific Tea Co., and its 
date is June 11,1959. It reads as follows: 


We wish to call your personal attention to the shocking f.0.b. buying tactics em- 
ployed by the Great Atlantic & Pacific Tea Co. which have resulted in demoral- 
izing the cantaloup market in the Blythe and Preval and Yuma, Ariz., valleys. 

These practices have resulted in depressing the f.o.b. market on cantaloups 
to below a point of breaking even, and/or working an undue economic hard- 
ship on the farmer. This further results in creating an economie disaster to 
a community substantially dependent upon the farming of cantaloups as a major 
source of community revenue. 
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The Great Atlantic & Pacific Tea Co. is the largest retail food outlet in the 
Nation and, therefore, has the largest purchasing power in the food industry. 
This power is sufficient today to dominate the f.o.b. market and forcibly mis- 
used can destroy all elements pertaining to the natural law of supply and 
demand, thereby creating a cold market working an undue hardship on the 
American farmer and agricultural communities so depedent on a free trade 
market for economic survival. 

While many previous examples can be brought up, we wish to state a few 
current examples pertaining to the subject of this telegram. On June 3, 1959, 
there is evidence which indicates that the Great A. & P. Tea Co. paid $3.50 
f.o.b. for size 27 melons at Blythe, and on the same day purchased cars of 
melons of like size at Yuma at $4. This type of practice is unethical and 
certainly displays a misuse of your great buying power. On Saturday, June 6, 
melon purchases were made on the basis of Monday’s f.o.b. market. This subse- 
quently was followed by a large block purchase by A. & P. at Yuma of melons 
Sunday afternoon on June 7 at a price of $3 on 27 size melons. The purchase 
of large blocks of melons and establishing a different f.o.b. price on Sunday is an 
unusual trade practice, and had different effects on the sale of melons at the 
eastern terminal markets. 

Then on Tuesday, June 9, the Great A. & P. Tea Co. used their monopolistic 
buying power, and displayed unreasonable tactics by placing orders with various 
Blythe farmers in the morning. After 5 p.m. of that day, which is after the close 
of the marketing day, the farmers were informed that the A. & P.’s price was 
$2.75 instead of the $3 which had been established as a preceiling f.o.b. market 
price for Blythe. This f.o.b. price was known to the general trade as well as 
to the A. & P. representatives by 3 p.m. of that day. 

The farmers of Blythe then had the election of delivering this merchandise 
to A. & P. Tea Co. below the price of like merchandise sold to competitive outlets, 
or to take these cars of melons back and roll them unsold. This is an unusual 
and unethical trade practice and could only be employed by the Great A. & P. 
Tea Co. due to its buying power at shipping point. In order to maintain some 
aegree of confidence with trade outlets, the majority of the Blythe farmers 
elected to take these cars of melons back and roll them unsold to eastern markets. 

We invite your attention to the fact that the prices above indicated are below 
the break-even point for the growing, harvesting, and packing of melons. We 
urge your investigation into the facts related in this telegram so that we, as 
farmers, can once again establish orderly marketing under the laws of supply 
and demand, to which we have been accustomed. Copies of this telegram are 
being sent to H. P. Wyman. 

This telegram is unanimously authorized by the membership of this association. 
Signed Blythe Melon and Vegetable Growers Association. 


Mr. Roosevett. Mr. Crean, are you in any position to represent the 
association ? 

Mr. Crean. Mr. Chairman, I hardly had a chance to introduce 
myself, or even say why I came here. This is entirely foreign to me, 
because I am not involved in the shipping of melons at any time in 
my life. I have never been. If I may explain who I am, where I 
came from—my name is Harry Crean, and I have been engaged in the 
production and shipping of fresh vegetables in the Salinas Valley 
since March 1932. This wire came into my possession because Mr. 
Antonell, who is a friend of mine, and who is a director of the Western 
Growers Association, met with an accident when he was leaving yes- 
terday to come to San Francisco to attend this hearing. 

Mr. Roosrevett. The Chair will include at that point a telegram 
from Mr. Antonell. 

Mr. Crean. Would you like to have this offered as a matter of 
record ? 

Mr. Roosevett. Yes. I suggest to the committee we accept it for 
the committee’s records, rather than introducing it at this time, inas- 
much as the witness knows little or nothing about it. There is nobody 
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here to represent the association that signed the aan therefore, 
we will keep it for the committee’s records and ask Mr. Antonell by 
letter if he wishes to explain it further. 

Now, Mr. Crean, you may proceed, sir. Have you anything else 
you want to tell the committee ? 

Mr. Crean. I have listened very closely to what was said by the 
preceding witness, and I listened to you very closely, Mr. Chairman, 
when you said the danger flag is up. I find myself in agreement with 
you, because it is up. 

I have no quarrel with most of the large buying chains, because I 
do not do business with all of them. I would like to recite what has 
happened in my own experience, my own firm, with one of these firms 
that has been mentioned, and that is the Kroger Grocery & Baking 
Co., who in my opinion are monsters who are attempting to grow into 
a monopoly which, if they are successful, along with the others, will 
certainly capture more of the outlets of the foodstuffs and will even- 
tually make, we think—at least I do—serfs out of we who are the 
producers. 

Now, there is a great deal of difference between the production of 
a fresh, perishable vegetable that has to go into consumption fresh, 
and that in commodities that can be canned, because people in the 
canning industry can refuse a price, and their commodity is not going 
to spoil. But we in the production of fresh vegetables—and there 
again I might recite that I produce over a thousand cars annually, 
mainly of head lettuce, but other commodities, such as celery, and 
broccoli, and a general line of fresh vegetables, and also three or four 
hundred acres of smal! white beans a year. 

The Kroger Co. for a great many years bought on the same basis 
ag other buyers. They paid the preceiling market price, and in my 
experience there was very little quibbling. In other words, trading 
with them was desirable, and very satisfactory in every respect. 

Then, I believe in 1953—at least that is the time I was notified— 
they put out a letter to the effect that they would buy, after their 
agents had inspected, f.o.b. shipments at an A grade price which again 
was generally the prevailing f.o.b. market price, but with these pro- 
visions: That when the car arrived at the destination, their agents 
would reinspect, and if the car was found to their liking, they would, 
within 10 days, pay for the car. 

Now, the latter part of that is very important, because they didn’t 
say that if the car arrived in bad condition or anything like that. 
They said that they would inspect, and if it was to their hking—this 
is the general wording of the letter—I am sorry I don’t have a copy, 
but this happened 4 or 5 years ago. 

I would like to emphasize that the car could have been inspected 
and met U.S. No. 1 grade, and still the Kroger Co. would have had 
the privilege of rejecting the car. 

Now, that gave them, I think, a great advantage over their com- 


peting buyers—smaller groups of reserves. It certainly put the pro- 
ducers and shippers—the owner of that car who might be 3,000 miles 
away—in a very disadvantageous position, because many times when 
those cars are rejected in fresh fruits and vegetables, you have no place 
to go with them, and lots of times it is abandoned at the railroad and 
dumped. 
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Now, that is the end of my recitation on the Kroger Co. Except, 
after they instituted that policy, I would like to recite my business 
with this firm. 

In 1946—this is just straight carloads of head lettuce: I sold them 
72 carloads, and the following year 110; in 1948, 126; 1949, 62; 1950, 
60; 1951, 77; 1952, 57, and then in 1953, the first year that they in- 
stituted these new buying policies of theirs, it dropped to 20—and 
incidentally, on my terms, not their terms; they bought on my terms 
that time, and I ignored that letter, because there are times in the in- 
dustry when one or two shippers, because of weather conditions, may 
have the outstanding quality, and they wanted some of that, and they 
had to buy on my terms which, incidentally, was the same terms that 
the rest of the trade bought it—in 1954, 10 cars; in 1955, 8 cars; 1956, 
9 cars; 1957, none; 1958, none; 1959, none. And in the future years 
there won’t be any sold by Harry Crean to Kroger Co. on the terms 
that they have been buying. 

Mr. Roosrveitt. Mr. Crean, may I ask you one brief question: 
Would there be any value, in your opinion, as a principal operator in 
this field, if Federal legislation was authorized for the setting up in 
the various different commodity fields for what is implicit in the Cali- 
fornia marketing account, the ability of the parts of the industry— 
the grower, the producer, the buyer—to be joined by a representative 
of the public—presumably the Government in one form or another— 
to enter into agreements as to fair trade practices, the endorsement of 
which would, of course, lie with the Government ? 

Mr. Crean. Mr. Chairman, before I answer that question—— 

Mr. Roosevetr. Assuming that this is constitutional. 

Mr. Crean. May I further identify myself so anyone will not mis- 
understand, and think I am some kind of a socialistic stargazer. May 
Idothat? Iama Republican. Iam aconservative. 

Mr. Roosrve.t. We won't hold that against you, and Mr. Moore will 
be delighted to know that. 

Mr. Crean. I have for 10 years been chairman of the 13th Congres- 
sional District in California. I was delighted—an Eisenhower dele- 
gate to that convention here in San Francisco in 1956. So no one 
would ever accuse me, I hope, of being a socialistic stargazer—I think 
they are referred to that in the pressa while. Forgive me, Mr. Roose- 
velt, I know you are a liberal, and I have great admiration for you. 

Mr. Roosevetr. I am glad to have you say it. 

Mr. Moore. I ask for unanimous consent that he be permitted to 
speak for another 10 minutes. [Laughter. ] 

Mr. Crean. I do think that this committee is on the right track. 
I think that it is many years overdue. If the practice of the growing 
monopolies in the food industry are allowed to continue to exist, it is 
going to be very detrimental to all of the American people—and the 
producers and small business people in between. And I think that 
a great many of the producers will perish. And when that begins to 
happen, they want to lean on the Government, which is the taxpayers. 
I can see that coming, and I am violently opposed to subsidies for 
farmers. I don’t want to see these conditions that may further the 
demand for more of that, because subsidies have proven themselves 
to be horrible failures. 


eee cere 
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I don’t care—I believe this gentleman was from West Virginia, and 
Congressman Avery from Kansas. The wheatgrowers have got their 
hands deep into the taxpayers’ pockets. I believe that that will be 
overcome eventually by something that we have brought about in 
California here called marketing plans. And we in the lettuce in- 
dustry were in a very depressed condition, far worse than the depres- 
sion of the thirties. We instituted that. It cost the taxpayers noth- 
ing. We lifted ourselves by our bootstraps. And I think eventually 
that will come before the Federal Government, because I don’t think 
you can continue to throw away these billions for nothing. 

Did I answer your question, Mr. Chairman ? 

Mr. Roosevetr. I think you did in part. I was specifically in- 
terested, of course, in the California marketing account. 

There is provision for agreement as to unfair trade practices. How- 
ever, there has been difficulty in reaching agreement as to those, and 
I believe in enforcing them in the courts, due to the California State 
constitution. The constitutional aspects of it we have not looked into. 
But in your opinion, do you believe that there would be benefit in our 
committee giving study to the possibilities of Federal marketing acts 
which would include unfair trade practices as part of the order? 

Mr. Crean. Definitely—if that legislation would be fair, and they 
would not make, shall we say, goats, or punish these people who are 
now punishing us—if that legislation was so drawn up that it would 
be fair and serve the purpose, and not point the finger at—well, we 
will say the Great A. & P. Tea Co.—and believe me, I am not defend- 
ing them now—and say merely because they are as big as they are bad. 
I don’t believe people are bad just because they are big. They might 
find themselves in a position where it would be pretty hard to turn 
down the temptation—if I controlled all the suits in the world, to 
raise the price of your suit, Mr. Roosevelt. 

Mr. Roosrvett. Please don’t dothat. Itis high enough now. 

Mr. Steed ? 

Mr. Streep. Are any other buyers making these requirements that 
you described Kroger as making ? 

Mr. Crean. No. Kroger was very aboveboard with it. They put 
out a letter to everyone. But the others, the chain buyers—they are 
all conscious of their buying power. They generally operate where 
they want the best quality at the best price. Lettuce sometimes will 
have a market at $1.25 to $1.75 a carton, with mostly $1.60, $1.50. 
Well, the $1.75 stuff, the smaller percentage, is the below chips. Well, 
most of the chains, and especially the A. & P., want that best, which 
you can’t blame them for, but they want it at the best price and they 
hate to pay, and refuse to pay the premium price for the premium 
goods. 

Mr. Sreep. Now, if you described Kroger’s buying practices for 
lettuce correctly, it sounds to me like a heads-I-win-tails-you-lose prop- 
osition. Who would sell to them under those terms ? 

Mr. Crean. The chains, regardless of the percentage, whether it 
is large or small, have grained so much of the outlet in the United States 
today that shippers, while they don’t want to sell to them, need that 
outlet. 

Now, in times of depressed markets, anyone with any kind of an 
order looks like an angel. But even at times when the demand greatly 
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exceeds the supply because of a temporary shortage, there are pro- 
ducers and shippers who do not want to sell certain chains, they don’t 
need them that day, but they are mindful that maybe a month from 
then, or 2 months from then, they will need that outlet badly. 

Mr. Sreep. But you described a situation where a man ‘ships a car- 
load of lettuce 3,000 miles and has it rejected even though it might 
still pass inspection as being good lettuce, just on the whim or ‘for 
whatever reason Kroger Co. had, whereupon he would have to throw 
the carload into the garbage. Well, wouldn’t it be better if he just 
let it come into garbage in his own field and save the freight ? 

Mr. Crean. Y es, and that happens quite frequently. 

Mr. Streep. Who pays the freight in a deal like that / 

Mr. Crean. In fresh fruits and vegetables, for about 20 years now, 
if a car, that type of commodity is abandoned to the carrier, the car- 
rier salvages it and applies whatever he can toward the freight, and 
the shipper is released from the obligation of paying for the. freight. 

Mr. Streep. That is all, Mr. Chairman. 

Mr. Rooseveur. Mr. Moore? 

Mr. Moore. I have no questions, Mr. Chairman. 

Mr. Rooseve tr. Thank you, Mr. Crean. And I hope you will tell 
Mr. Antonell we hope he recovers rapidly. 

Our next witness will be Mr. Paxson of American Stores. 

Mr. Paxson, you are still under subpena; so if you will just sit 
down, sir. Mr. Gilfillan, we are happy to have you, sir. I presume you 
will not be testifying as a witness? 

Mr. GiriiiaNn. I have no intention to. 

Mr. Roosrvetr. All right; you may feel free to counsel at any time. 
Mr. MacIntyre, will you proceed. 





TESTIMONY OF A. G. PAXSON, AMERICAN STORES, 
SAN FRANCISCO, CALIF. 


Mr. MacIntyre. Mr. Chairman, before proceeding, I would like to 
call your attention to the fact that Mr. Mahoney, attor ney for the First 
National Stores, did present to us this morning an invoice of that 
company from the Stokely Van Camp Co., clarifying a point that was 
made the other day, and which was not clear when made, as to whether 
freight was allowed by Stokely Van Camp. The invoice shows that 
freight was not allowed on that shipment that was referred to. 

Mr. Moore. Even though our records did indicate that ? 

Mr. MacIntyre. Yes, but the invoice shows it was not. 

Also, I would like to, before proceeding with the witness, call atten- 
tion to the fact that since the affidavits were received into the record 
from the various wholesalers over the country, at the beginning of 
these hearings on Monday, we have received three others, w hich I now 
offer. One of them is from the Inter-State Grocery Co., Joplin, Mo. 
The second one is from the Klauber Wangenheim Co., of San Diego, 
Calif. And the third one is from the Foates in Raleigh, N.C 

I offer those. 

Mr. Roosrvetr. Without objection, the affidavits will be included 
with the other affidavits. 

Mr. Mahoney, having examined the invoice which was submitted to 
the committee, we appreciate it, and we will return it to you, as I 
understand you would like to keep it for your files. 
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Mr. MacIntyre, will you proceed with the witness. 

Mr. MacIntyre. Mr. Paxson, when you were on the witness stand, 
on October 9, I asked you if your reservations take the form of an 
order. Let me read to you your answer: 

Mr. Paxson. Yes, sir; we issue a purchase order on all of our reservations. 


Now, in the light of all the information this committee has received 
since that date, I want to ask you whether or not you want to change 
that statement of yours ? 

Mr. Paxson. On all of our reservations. 

Mr. MacIntyre. The words I read to you are the words of your 
answer to me. 

Mr. Paxson. On all of our reservations we issue a purchase order. 

Mr. Moore. Is there an adjusted reservation? Could that be ad- 
justed reservation ? 

Mr. Paxson. Mr. Moore, we start out with a figure. Then if there 
is proration from the canner or supplier after that, the original figure 
still stands, but the record is changed to fit into the final obligation on 
the part of the supplier. DoI make myself clear? 

Mr. Roosevetr. But you make no change in your reservations? 

Mr. Paxson. The original figures stand. The figures that you have 
on the copies you have received from our Philadelphia office were the 
original reservations. 

Mr. Roosrverr. And what you are testifying to now is that you 
allow the shipper to make adjustments or probate, but that you your- 
self do not make any. 

Mr. Paxson. Not on the original reservations, but on our records 
we have to, yes. 

Mr. Roosrvett. That is not what I am saying. I know you would 
adjust yourself for their changes, but do you make any change in 
your original reservations? 

Mr. Paxson. Yes. To fit the new picture, and the new obligations 
on the part of the canner to supply. 

Mr. Roosrvett. So you inform the canner of your changes also? In 
other words, what is listed by the other as an adjustment, you have 
adjustments, too? 

Mr. Paxson. Right. 

Mr. Roosevett. And what you are saying whatever those adjusted 
figures are, that your shipments will coincide exactly with those ad- 
justed figures? 

Mr. Paxson. To this extent, Mr. Chairman. Our reservation con- 
tracts—Mr. MacIntyre didn’t want me to use that word—but our 
reservation purchase order is for 10 or 11 months, and at the expira- 
tion of that shipping period they are automatically canceled out, 
because the shipping period has been completed. 

Mr. Roosrvetr. Well, I think that is important. In other words, 
unless you send through a shipping order against that reservation, it 
automatically is canceled out, and it becomes adjustment ? 

Mr. Paxson. That is right. 

Mr. Roosrvett. That is no different from anybody else? 

Mr. MacIntyre. No. But I would like to read your answer again 
to the question. I would like for you, therefore, to take that into 
account. My question was: 
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Your reservations take the form of an order ; do they? 
Your answer was: 


Yes, we issue a purchase order on all of our reservations. 


Mr. Paxson. That is right. 

Mr. MacIntyre. So your testimony just a minute ago in answer 
to the chairman’s is just contrary to that, Mr. Paxson ? 

Mr. Paxson. Let’s start from scratch on this. When we set up a 
reservation with the canner we give him a purchase order for a certain 
quantity. 

Mr. Roosevetr. But that is not a shipping order. That is a pur- 
chasing order which has absolutely no validity until you give him a 
anpng order. 

Mr. Paxson. Right. 

Mr. Rooseverr. So it is nothing but a reservation. But from your 
testimony previously to this committee, certainly one would be led 
to believe that a shipping order went along with the reservation, and it 
does not. Isn’t that correct ? 

Mr. Paxson. I didn’t say that. 

Mr. Rooseverr. That was the impression your testimony gave, and 
we are glad to have the correction. 

Mr. Paxson. There is confusion and has been right along between 
shipping orders and contracts for the reservation. 

Mr. Roosevett. There is no confusion in the minds of the commit- 
tee, Mr. Paxson, except as it was stated in your previous testimony. 

Mr. MacIntyre. In connection with your explanation of your 
earlier testimony, I want to call to the committee’s attention that your 
flow charts show that with respect to Schuckl & Co. you made reserva- 
tions for 9,000 cases of yellow cling peaches. 

Mr. Paxson. Sliced. 

Mr. MacIntyre. That is right. As a result of your own adjust- 
ment, not as a result of any canner’s prorate, you ordered only 5,989, 
or approximately 67 percent. 

Mr. Paxson. That is right. 

Mr. MacIntyre. Of your reservations 4 

Mr. Paxson. That is right. 

Mr. MacIntyre. Then turning to the Hawaiian Pineapple Co., you 
made reservations of 4,500 cases, no proration by that company, but 
due to an adjustment by you, you ordered 4,000 cases. 

Mr. Paxson. Right. 

Mr. MacIntyre. In the case of Flotll Products, your reservation 
was 1,750 cases, no proration by that company, but by your adjust- 
ment, you ordered 1,138 cases. 

Mr. Paxson. That is right. 

Mr. MacIntyre. And so on it goes to a number of other shippers. 

Mr. Paxson. That is true. 

Mr. MacIntyre. On both sliced and halves ? 

Mr. Paxson. Right. 

Mr. MacIntyre. Now, I want to call your attention to another 
statement you made when you were on the stand on October the 9th. 
On that occasion I asked you whether or not during April 1959 you 
had advised representatives of certain canners that you would not 
be buying for American Stores, canned 21% size yellow cling peaches 
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until they came down to $2.35 a dozen. Your answer was that you 
did not. Do you want to change that testimony or explain it ? 

Mr. Paxson. No, sir, I don’ t want to change it. 

Mr. MacIntyre. You are still under oath and you want to remain 
as you were then that you made no stich statement to any representa- 
tive of any canner? 

Mr. Paxson. That is right. Now, wait a minute. Are you talk- 
~ about buying or shipping now ¢ 


Macinryre. I am talking about buying, and having them 
shipped. 


Mr. Paxson. That is two different things. 

Mr. MacInryre. All right. Explain the difference and tell us 
which it applies to and whether or not you made the statement apply- 

ing to either? 

Mr. Paxson. If at the time of the opening prices, and from the 1959 
pack, the price prevailing was $2.35 a dozen, for 214 choice halves or 
sliced peaches, we would put our reservation under contract with who- 
ever gave us that price. Then if others came in and told us that they 
were not going to meet that price, we would just simply say we can’t 
give youa purchase order or reservation at a higher price. 

Mr. MacIntyre. And on that occasion you told them you would 
not unless they did come to $2.35, didn’t you ? 

Mr. Paxson. I definitely would tell them that, that is right. 

Mr. MacIntyre. You did, didn’t you? 

Mr. Paxson. Those are two different things. I told you in the 
other there we would not ship at a higher price than $2.35 and we 
won't. 

Mr. MacIntyre. In other words, you told them you would withhold 
shipping instructions unless they could make the shipment at $2.35? 

Mtr. Paxson. That is an automatic procedure, the low price. 

Mr. Roosrvett. Well, may I ask you this. Did you make a reser- 
vation and issue a purchasing order under your system at $2.35 ? 

Mr. Paxson. Yes, sir; with everybody. 

Mr. Rooseveit. With everybody ? 

Mr. Paxson. Everybody we bought from. 

Mr. Roosrvetr. Well, now, who did you tell it to that you would not 
doit? 

Mr. Paxson. I don’t know I cannot figure it out. 

Mr. Roosrvett. What you are saying in answer to this question, 
then, is that at no time—I am somewhat confused now, because I 
thought you also said that you told those who would not meet it at 
$2.35 that they couldn’t have a reservation. 

Mr. Paxson. We won’t buy from one at $2.35 and somebody else at 
a higher price on a reservation. That would be rather ridiculous. 

Mr. Roosevett. Did you make such a statement to anybody ? 

Mr. Paxson. I probably did—that if they want a reservation, they 
will have t to meet that price. 

Mr. Roosevett. What was the period covered ? 

Mr. Paxson. That would be during the packing season of 1959. 1 
would say July. The last part of June or the early part of July. 

Mr. Roosevett. And at that time you actually placed reservations 
at $2.35 4 
Mr. Paxson. That is right. 
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Mr. Roosrvett. With your regular suppliers ? 

Mr. Paxson. That is right. 

Mr. Roosevetr. And your records will so show ? 

Mr. MacIntyre. And you started telling them you would do that, 
but only at that price as far back as April of this year, didn’t you ? 

Mr. Paxson. There was no $2.35 price at that time. 

Mr. MacIntyre. I know. But didn’t you tell them then you would 
not be giving instructions at any price higher than this? 

Mr. Paxson. We did. 

Mr. Roosrvetr. Let me ask you specifically at what time did you 
place your first reservation and shipping order at $2.35 ? 

Mr. Paxson. I would say the middle of July. 

Mr. Roosrvetr. And when was the earliest that other people were 
making reservations for the pack at that time ? 

Mr. Paxson. Other buyers? I would have no idea. 

Mr. Roosrveitr. When formerly would be your first opportunity to 
have made a reservation ? 

Mr. Paxson. As soon as an opening price is known. 

Mr. Roosrvett. When was that? 

Mr. Paxson. I would say around the first part of July, between the 
1st and 15th of July, just to hazard a guess on that, Mr. Chairman. 

Mr. Roosrvetr. So you could not have placed an order prior, let’s 
say, to a few weeks before you actually did place one at the earliest? 

Mr. Paxson. Say that again. 

Mr. Roosrvetr. You could not have placed a reservation and pur- 
chasing order prior to at least a couple of weeks to the time you 
actually did so? 

Mr. Paxson. That isright. There were no prices known. 

Mr. MacInryre. Are you able to inform the committee as to the 
date on which you first mentioned this $2.35 price to a representative 
of a canner ? 

Mr. Paxson. No, I couldn’t tell you that. As soon as it was known. 
They came out with an opening price of $2.35. I probably can go back 
and find out from any canner when they sent out a notice of $2.35. 

Mr. MacIntyre. Is it your testimony that you didn’t mention the 
$2.35 price until you saw it in print? 

Mr. Paxson. That is right. 

Mr. MacIntyre. Well, will you give us the piece of paper on which 
you first saw this in print ? 

Mr. Paxson. No, I don’t keep it that long, Mr. MacIntyre. There is 
no occasion for it. 

Mr. MacIntyre. Well, going on to another subject 

Mr. Roosrvetr. Could I just make a comment there? You don’t 
even now have—it is only 5 months since that time, since July—you 
don’t have any piece of paper showing the first time that you got a 
price quotation ? 

Mr. Paxson. I question it very much, Mr. Chairman, because new 
ones come out every once in a while, when a change in price takes 
place—we would disregard the other one, because the new price is in 
effect. We would have stacks of bulletins that high on everything if 
we didn’t do that. 

Mr. Roosevetr. All right. 

Mr. Moore. Could that be secured from a canner’s record ? 

Mr. Paxson. Yes, sir. 
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Mr. MacIntyre. Now, turning to another subject, that is the few 
canners 

Mr. Roosevett. Mr. MacIntyre, I have one other question. We have 
been told in the past there is an opening price and then whatever you 
want to call it, a negotiated price, for lack of a better term. Was the 
$2.35 the opening price 

Mr. Paxson. It turned out to be the opening price, that is right. 
We had rather an unusual condition this year. They came out with 
interim prices. Now, what that means I don’t know. I am talking 
about the canners now, Mr. Chairman. If I remember right, the 
came out with an interim price of $2.525 a dozen. Then all of a sud- 
den we got telegrams and mail that the price was now $2.35. And 
as far as I know, that price of $2.35 was all over the United States, 
regardless. 

{r. Roosrvetr. All right. When the interim price was made avail- 
able to you at $2.52 or whatever you said, from that time until the time 
that you got the piece of paper quoting you the $2.35, you mean to tell 
me you never talked to a packer’s representative of any kind discussing 
whether it shouldn’t be $2.35, or what it should be. 

Mr. Paxson. There would be no reason why I would pick $2.35 
because it means nothing as far as we are concerned. It is just like 
reaching up in the air and grabbing one. 

Mr. Roosrvett. Therefore, you took no part in negotiations be- 
tween the interim price you told me about and what became the open- 
ing or the negotiated price? 

Mr. Paxson. I would say not. 

Mr. Roosevett. Is it standard with you? 

Mr. Paxson. When the opening price is established, that is when 
we start discussing the thing, not an interim price. 

Mr. Roosgvevr. You just told me the interim price this year was 
an unusual thing, and so it sort of took the place of the opening price. 

Mr. Paxson. Until the opening price came out at $2.35. 

Mr. Roosevett. You mean to tell me in spite of the fact everybody 
else was discussing it, you didn’t discuss it # 

Mr. Paxson. I question it very much, until the opening price came 
out, because there would be no occasion to. In other words, why dis- 
cuss something until they make up their minds what they are going 





to open at. 

Mr. Roosrvett. For the very simple reason you know the interim 

rice was an opening price, subject to negotiation. Therefore, it 

finally came out. Now, you are telling me that the opening price and 
the negotiated price became the same thing. 

Mr. Paxson. No; one is $2.525 and one is $2.35. 

Mr. Roosrvetr. You told me the $2.35 became the opening price. 
You also told me it became the price. 

Mr. Paxson. That is right. 

Mr. Roosevett. So there was no negotiation in that. The only nego- 
tiation that could have taken place was between $2.52 and $2.35. 

Mr. Paxson. That is right. 

Mr. Roosevett. And so you want to tell me you had no part in this 
negotiation whatsoever ? 

Mr. Paxson. There was no occasion for it. 

Mr. Roosevetr. You may proceed, Mr. MacIntyre. 
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Mr. MacIntyre. Now, referring to your shipping orders against 
reservations, according to the record you have submitted, you had 
reservations for Flotell sliced peaches of 1,750 cases. 

Mr. Paxson. That is right. ‘ 

Mr. MacIntyre. You ordered 1,138 against that reservation, or 
64 percent ? 

Mr. Paxson. That is right. 

Mr. MacIntyre. Now, isn’t it a fact that Flotell made you a freight 
allowance of 12 cents a hundredweight on those? 

Mr. Paxson. That is right, to three zones—the three port zones that 
we have. 
Mr. Roosevett. What were they ? 
Mr. Paxson. Philadelphia, Baltimore, and Newark. 
Mr. Roosrvett. And hoes zones cover what retail stores serviced by 


ou? 
' Mr. Moore. Are those three ports the only ports at which you re- 
ceive products by water ? 

Mr. Paxson. By steamer, that is right. 

Mr. Moore. In other words, it covered every place that you got any 
goods from the west coast by boat? 

Mr. Paxson. By boat. 

Mr. Roosrevetr. Would it pretty well then be applicable to the east- 
ern seaboard ? 

Mr. Paxson. Yes, that is right. Here is the information that you 
asked for a minute ago. You are shown No. 1 is Philadelphia, it serves 
the southern part, southern part of Pennsylvania, New Jersey, and 
Delaware. No. 6, that is Baltimore, that serves part of Maryland, 
western Pennsylvania, Virginia, West Virginia, and Washington, 
D.C. And No. 7 is Newark, that serves Newark, N.J., Long Island. 
and Staten Island, N.Y. 

I think you have that, Mr. Chairman. 

Mr. MacIntyre. Now, Stokely allowed you a 12.5 cent freight rate. 

Mr. Paxson. That is right. 

Mr. MacIntyre. And you had a reservation with them of 12,000 
— of sliced, and placed orders of 6,975 cases against that, didn’t 

ou 
Mr. Paxson. That is right. 

Mr. MacIntyre. And at what price? 

Mr. Paxson. The price as of date of shipment. 

Mr. MacIntyre. Xs of May? 

Mr. Paxson. $5.40. 

Mr. MacIntyre. On what grade? 

Mr. Paxson. 2% choice, under Ideal label. 

Mr. MacIntyre. And as of September ? 

Mr. Paxson. We made no shipments in September on halves. 

Mr. MacIntyre. I am talking about sliced. 

Mr. Paxson. We made no shipments in 1958. 

Mr. MacIntyre. This is 1959 I am talking about. 

Mr. Paxson. We have no record on 1959 for September. 

Mr. Roosrevett. Were these freight allowances available in the same 
territory ? 

Mr. Paxson. Yes, wherever the steamer shipments go in. 
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Mr. Roosrvett. There were only—they take in the three places you 
mentioned before. 

Mr. Paxson. That is right. But it don’t cover the 100 percent rail 
shipments, like Buffalo and Syracuse. They are not involved at all 
in this freight allowance. 

Mr. MacIntyre. Is Anniston, Ala., in one of your zones? 

Mr. Paxson. We don’t have any stores there. 

Mr. MacIntyre. Lexington, Ky.? 

Mr. Paxson. No, sir. 

Mr. MacIntyre. I want to call to the attention of the committee 
that on the dates you purchased at this price you just mentioned from 
Stokely, with that freight allowance, wholesalers in the two areas 
that I have just mentioned paid Stokely $6.50 a case, the same grade 


peach, and got no freight allowance. That is according to the records 
of the committee. 


Mr. Moore. May I inquire, counsel ? 

Mr. Roosrvetr. I think first if Mr. Paxson wants to make any com- 
ment on that. 

Mr. Paxson. Keep in mind, we don’t get it on items from Stokely to 
Syracuse or Buffalo or Johnstown or Wilkes-Barre either. It is just 
to the port towns. 

Mr. MacIntyre. Aside from the freight allowance you did get on 
some of your shipments here were buyers paying almost $1.20 a case 
higher than you were paying? That isthe point I am making. 

Mr. Paxson. That is beyond me. Mr. MacIntyre, I have nothing 
to do with that. 

Mr. Moore. May I inquire of counsel—are those shipments different 
innature? Is one of those shipments a shipment entirely by boat, or a 
small portion by rail, or are those shipments entirely by rail? What 
is the extent of the shipments? Do they fall into a different classi- 
fication by reason of the type of transportation used ? 

Mr. MacIntyre. It so happens that the small buyer took it at the 
cannery f.o.b. in carlots. 

Mr. Paxton. That isn’t the same label. You understand that. 

Mr. MacIntyre. But I am talking about choice peaches. 

Mr. Roosevetr. I think we have a pretty clear picture, however, 
that it was the same commodity. 

Mr. Paxson. I say it wasn’t the same label. 

Mr. MacIntyre. Stokely told us the other day they came out of the 
same pot, same cooker. 

Mr. Roosevett. We will stipulate it was a different. label. 

Mr. Paxson. Thank you. 

Mr. Moore. That clears up my question, Mr. Chairman. I mean it 
is f. 0. b. at the plant. 

Mr. Roosevett. Now, can you give us a reason, outside of your 
excellent bargaining, why there was a difference in price? 

Mr. Paxson. Difference in the price? 

Mr. Roosrvetr. F. 0. b. the canner. 

Mr. Paxson. You are talking about Stokely versus Ideal ? 

Mr. Roosrvett. No, I am talking about the difference in price be- 
tween $6.50, which these independent wholesalers paid in the area Mr. 
MacIntyre mentioned, and the $5.40 which you paid. 
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Mr. Paxson. We had—I would judge that this last year we had 
the biggest differential between advertised brands and buyer’s label 
on cling peaches for a short period of time we have ever had. It usu- 
ally is 25 cents a dozen or 50 cents a case. But the advertised brands 
a pretty high over the buyer’s basis this last year. It is very un- 
usual. 

Mr. Moorr. What was the reason for that this year, do you know? 
Just a condition of the market or what ? 

Mr. Paxson. I would say, Mr. Moore, that the advertised brands 
were in a little shorter supply of 214 choice peaches than probably the 
independents were, and as a result they increased their prices—I think 
it was in the early spring—but the independents didn’t increase their 
price comparably to that. So we are riding along on a $2.70 basis or 
$5.40 a case, and they jumped theirs up from $6 to $6.50, for what rea- 
son I don’t know, except as I said they may have been short of peaches. 

As long as Mr. Brown isn’t here, I will say it is because of supply 
and demand. 

Mr. MacIntyre. Now, as of May 19, 1959, what were you paying 
U.S. Products for sliced peaches ¢ 

Mr. Paxson. $5.40, Mr. MacIntyre. 

Mr. MacInryre. And that was f.o.b. plant here? 

Mr. Paxson. That was f.o.b. plant; that is right, in May. 

Mr. Macintyre. Now, Mr. Chairman, we have in evidence here 
an affidavit from the Barrow Grocery Co., Blackstone, Va., showing 
that on May 19, 1959, that company paid the U.S. Products Co. $5. 65 
for the same grade, or 25 cents a case premium on what this buyer paid. 

Mr. Roosevetr. The same situation, however, of a different label. 

Mr. Paxson. Yes. 

Mr. MacInryre. The label made 25 cents difference. And how 
much label allowance do you get for that label ? 

Mr. Paxson. That is pretty much general, I think. Four dollars 
a thousand on 214, $3.20 on 303, and $2 on 8 ounce. 

Mr. MacInryre. And $4 a thousand is put in there to help take 
care of the cost of the label, is it ? 

Mr. Paxson. Yes; that is the theory of it. 

Mr. MacIntyre. So the cost of the label is not 25 cents a case then. 

Mr. Paxson. No. 

Mr. MacIntyre. Which was the difference in the price. 

Mr. Paxson. I wouldn’t think so. 

Mr. MacIntyre. And yet the color on it was the only difference in 
the label. 

Mr. Paxson. I might say this. That at that time our price of $5.40 
was the basis of all the shipments from all the packers, not just the 
U.S. Products people. 

Mr. MacIntyre. And that was the price that had been bargained 
by those who got if, out here below what the buyers were paying for 
the Stokely brand. 

Mr. Paxson. I wouldn’t know that. 

Mr. MacIntyre. Now, Mr. Chairman, I would like to call to the 
attention of the committee that during this period of time, the price 
of peaches sold in the retail stores of the concern represented by this 
buyer, in Washington, D.C., did not drop in price. It remained at 
33 cents per can. They opened on July 8, 1958, at 31 cents a can, on 
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Ideal cling halves and sliced. In November of 1958, that price was 
raised to 33 cents a can on both halves and sliced, and remained there 
through September 1, 1959. They were selling in the same store, at 
the same time, peaches apparently of the same grade, under the Del 
Monte label, at 35 cents, starting off at 31, as they did the Ideal, but 
raised the price to 35 cents. 

I don’t have anything further with the witness. 

Mr. Roosrvetr. I wonder if out of your knowledge of the business, 
Mr. Paxson, you might help the committee a little bit?) We note that 
the 31-cent price in July of 1958 for Washington, D.C., was only 29 
cents in Philadelphia and Atlantic City. Would you call them con- 
tiguous territories? I wonder why the housewife pays a 2-cent differ- 
ential in such closely alined communities. 

Mr. Paxson. It could bea difference in freight. 

Mr. Gitritian. If you want me to answer that I can answer that 
for you. 

Mr. RoosEvett. Why don’t you advise your client and let him 
answer it ? 

Mr. Paxton. That could be a difference in cost of freight. 

Mr. Roosevetr. Fifty cents a case ? 

Mr. Paxson. Well, wait a minute. It is quite substantial between 
rail and steamer. I am talking about the possibility of shipping in 
there by steamer. 

Mr. Roosrvetr. But you just told me these are all shipped by water 
to this area. 

Mr. Paxson. Not to Washington, D.C., they are not. 

Mr. Roosgvetr. Out of Baltimore you don’t go direct into Wash- 
ington, D.C. ? 

Mr. Paxson. If we have a freight haul from Baltimore to Wash- 
ington 

Mr. Roosrvetr. Not 50 cents a case. 

Mr. Paxson. I can’t tell you that. We have a cheaper rate by 
steamer into Philadelphia than by steamer into Baltimore and hauling 
it to Washington, D.C. 

Mr. Roosrvett. You mean to tell me you have a cheaper steamer 
rate into Philadelphia than Baltimore? 

Mr. Paxson. Plus the freight to Washington, D.C. 

Mr. Roosevett. It is not due to just the freight rate. That is a glib 
answer, but it don’t stand up on the facts. 

Mr. Paxson. That rate is quite substantial. I am not going to tell 
you it is that much, because I am not sure about it. 

Mr. Roosrvett. I am glad you are modifying it a little bit. You 
might be able to substantiate a half a cent, but not the 2 cents. 

Well, is that all you have? 

Mr. Paxson. I would like to point out, Mr. Chairman, our prices 
did drop in Baltimore on Del Monte when the changeover price came 
as f.o.b. cost price, and also our prices followed the mashes pretty 
generally in Baltimore and Atlantic City. 

Mr. RoosEvetr. You mean you went up the same 2 cents? 

Mr. Paxson. Went down on Del Monte, from—between 7-7 and 
8-4, went down from 35 cents to 33 cents. That was in Washington, 





‘Mr. Rooseverr. You mean at the end—in J uly of this year? 
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Mr. Paxson. That is right; as soon as the new prices were available. 

Mr. Roosrvetr. Yes. That is true. However, your own price 
didn’t go down ? 

Mr. Paxson. We didn’t go down on that. 

Mr. Roosrvettr. Why ? 

Mr. Paxson. I couldn’t tell you that. 

Mr. Roosrvetr. I would like to call your attention to the fact that 
your private label didn’t go down. 

Mr. Paxson. That is possibly true. But I have no control over 
that whatsoever. 

Mr. Roosevetr. All right, sir; L realize you don’t. 

Mr. Moore. I have no questions, Mr. Chairman. 

Mr. Roosevetr. I don’t either, Mr. Paxson. We will excuse you 
from your subpena at this time. 

Mr. Paxson. May I make a statement, Mr. Roosevelt, which I think 
I am entitled to make, and that is to explain an accusation made 
against me from this witness chair in the last 2 days by Mr. Max 
Rosenthal. 

Mr. Roosevetr. You may. 

Mr. Paxson. To start with, I think the statement was made by Mr. 
Rosenthal that during the year 1944 he called on me as American 
Stores buyer in the west coast office. Just for the record, this office 
was opened September 1, 1946. And during that period 1944 and 
thereabouts I was not employed by OPA. I was a civilian consultant 
for the Quartermaster Corps at the Oakland office here, trying to feed 
the Army men. 

As far as the statement as to any deals or packages or anything else, 
I can honestly say under oath here I never talked to Mr. Max Rosen- 
thal or his brother Sam about any package deal, and that shortly 
after this office was opened, our policy on tomato paste was changed 
from the canners label to our own Ideal label. And they were given 
every opportunity to sell us Ideal paste whenever they called on us, 
providing they were competitive. And if there was no business given 
to them, it is only because they were not competitive. 

Mr. Roosevett. In other words, you don’t deny having discussed it 
with him. He may have been off on dates when he saw you. But 
you did see him ? 

Mr. Paxson. He and his brother called on me quite often after 1946. 

Mr. Roosevett. So his statement about what was required by you 
to be competitive is what he was talking about, and you simply didn’t 
consider what he was willing to do was competitive? 

Mr. Paxson. That is right. I have been at this game a long while. 

This excessive swell allowance is something I never heard of. 

Mr. Roosevett. Well, we have served a good purpose, haven’t we? 

Mr. Paxson. That is right. You should have come out earlier. 

Mr. Roosevetr. Our next witness will be Mr. Dodd of Colonial 
Stores. 

Because of the shortness of time, and because I don’t believe that 
the hearing would be aided any at this time, I am going to tell Mr. 
Malloy of Consolidated if he has another appointment at 12 o’clock, 
he is excused from his subpena and will not be required to testify. 
However, if he will pick up his records—they will be available to him 
in room 251, if he cares to do so. 
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Mr. Dodd, you are under subpena. 

Mr. Harry. I am George B. Haley, Jr. 
Mr. Roosrvetr. We are glad to have you. 
Mr. MacIntyre, will you proceed ? 


TESTIMONY OF M. HARRIS DODD, WEST COAST BUYER, COLONIAL 
STORES, INC., SAN FRANCISCO, CALIF. ; ACCOMPANIED BY GEORGE 
B. HALEY, JR. 


Mr. MacIntyre. Mr. Dodd, when you were on the stand previously, 
we asked you only a few questions about your company. 

Mr. Dopp. Yes, sir. 

Mr. MacIntyre. Or about your activities. How long have you 
been out as a buying official of the Colonial Stores on California Street 
here ? 

Mr. Dopp. June 4 of this year, Mr. MacIntyre. 

Mr. MacIntyre. Who was your predecessor ? 

Mr. Dopp. Mr. W. FE. Heflin. 

Mr. MacIntyre. Where is he now ? 

Mr. Dopp. He is now in Norfolk, Va. 

Mr. MacIntyre. Asa regional manager of Colonial ? 

Mr. Dopp. No, he is head buyer for that particular region of the 
company in groceries. 

Mr. MacIntyre. And the man who preceded him ? 

Mr. Dopp. Mr. 8. Lee Pender. 

Mr. MacIntyre. What were your duties with Colonial Stores be- 
fore you came out here this year? 

Mr. Dopp. General merchandising manager of the company. 

Mr. MacIntyre. With offices where? 

Mr. Dopp. Atlanta, Ga. 

Mr. MacIntyre. For what period of time? 

Mr. Dopp. In that particular job, for approximately 12 years. 

Mr. MacIntyre. You heard the testimony of the Winn-Dixie rep- 
resentative yesterday, talking about that company having been one 
put together largely by mergers. Colonial has been put together part- 
ly by mergers, has it not ? 

Mr. Dopp. I would say partly, yes, in a broad sense. 

Mr. MacIntyre. In fact, Mr. Pender was of the original Pender 
Co. family which owned the Pender Co., which was one of the com- 
panies bought by Colonial wasn’t it? 

Mr. Dopp. No. He is a cousin of Mr. Dave Pender, the founder. 
For the record, I think we should get that straight. I believe it was 
either December 1940, or the early part of 1941, the David Pender 
Grocery Co. of Norfolk, Va., and the L. W. Rogers Co., known as 
Southern Groceries, of Atlanta, Ga., formed what was known as 
Colonial Stores. I am not positive whether the corporation papers 
were signed in December of 1940 or the early part of 1941. 

Mr. MacIntyre. And since then it has acquired some other chain- 
store organizations ? 

Mr. Dopp. Well, the principal acquisition, that I can think of— 
and I would certainly ask the indulgence of the committee to refresh 
my memory for dates—but approximately 5 years ago, if acquired 
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is the correct word, the Albers Chain, in Cincinnati, Ohio. Or pos- 
sibly a year later. I didn’t expect to be asked these questions. Then 
it was approximately a year later, the Stop & Shop Stores, Indian- 
apolis, Ind. However, I think I should say for the record it was 
September, I believe, of this year, we divested ourselves of the Stop 
& Shop Stores, and I believe they are sold back to the original owners. 

We also—lI believe it was in 1958—I am trying to put together any 
acquisitions my company may have had—a small chain of seven stores, 
as I recall, with four small drive-ins—you know the curb service type 
operation—at Jacksonville, Fla. 

Now, I cannot recall, Mr. MacIntyre—there was one store in Green- 
ville, S.C. that was purchased by my company, but I can’t remember 
the name of that one store. 

Mr. MacIntyre. So it is correct to say, then, that part of the volume 
buying you do here is in part the result of acquisitions made by 
Colonial. 

Mr. Dopp. Yes, but I would like to state that the record of my com- 
pany, if traced back for a period of years, would show we have grown 
from a natural growth, and basically and principally in the territory 
in which we have operated. Ours has been a natural growth rather 
than an acquisition, basically. 

Mr. MacIntyre. We asked you when you were on the stand here 
last time what your duties were as a buyer, particularly in pricing. 
Will you explain to the members of the subcommittee whether your 
duties include an attempt to get as low a price as you can on the mer- 
chandise you buy ? 

Mr. Dopp. Naturally, I try to get as low a price as possible on the 
merchandise. I certainly don’t want to be accused of paying over 
the going price—we buy if it is the fair price for a product. 

Mr. MacInryre. In carrying out that duty, you negotiate for that 
price, don’t you? 

Mr. Dopp. From the standpoint of what you term “negotiating,” 
that I deal back and forth with the idea of lowering the price, I do not. 

Now, let’s take that in the next sense, and not in the broad. If you 
are talking about do I keep abreast of prices, yes, as any other good 
merchant does. But if it is in the sense that I take a price and go 
from one to another, as was indicated last time, I don’t do it. I do 
not have to go out and seek prices. There is more products offered 
than I can buy. 

Mr. MacIntyre. But you do seek to buy at the lowest price, if you 
can. 

Mr. Dopp. Naturally I am going to buy at the best price. 

Mr. Roosrvett. Mr. Dodd, there is evidence before this committee 
that other larger organizations than yours have proposals made to 
them at various times. You mean you don’t get these proposals made 
to you? 

Mr. Dopp. I stated, Mr. Roosevelt, that more items were offered 
me than we could buy. 

Mr. Roosevett. I am talking about proposals. 

Mr. Dopp. What type of proposals? 

Mr. Roosevett. Well, that you will get a little better break on your 
label, or you will get a promotional allowance of this kind or that 
kind. We pretty well, I think, have established that many of these 
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things—in fact, it was admitted by a representative here that most 
of these are actually price cuts, but that they are used the other way. 
You never get anything lik this? 

Mr. Dopp. We get a label allowance, yes; and it is stated in the 
report presented to the committee. We get the $4 per M label 
allowance. 

Mr. Roosevett. How about the promotional allowances. You never 
negotiate at all with any of your suppliers on these things? 

Mr. Dopp. Well, there was one letter came in that I know the com- 
mittee has in evidence where a man called about some promotional 
allowance before I came out here. And I called and asked him what 
was it, and he said nothing but a price reduction. If that is what you 
referred to, there is one in evidence, because we left it here. 

Mr. Roosevetr. All I am trying to get straight is when a promo- 
tional allowance offer is made, you mean you don’t negotiate in any 
way! Somebody comes in and says, “This is what I will do for you,” 
and you say, “OK, that is fine, I don’t want to discuss it.” 

Mr. Dopp. No, I listen to his proposition and then I make up my 
mind. I have a list of people, five or six here on peaches alone—that 
have listed their prices. And when enough of them offer them, here 
is one price, four of them shipped at $4.90, and two at $4.95. And 
when enough people come and offer it—that is a market. Possibly I 
have not been here long enough to get in on some of these deals. I am 
glad I am out here. 

Mr. Moorg. I think, sir, the chairman is alluding to propositions 
that are made by the various sellers that approach you, to encourage 
you to maybe buy what they are offering at that time, and that the 
arrangements may be—you may call them promotional arrangements, 
allowances of all sorts. But you get the same arrangements. 

Mr. Dopp. Yes; I just don’t call them promotional arrangements. 

Mr. Moore. In other words, you may get in on one of these deals 
wan if you buy 1,000 cases, the guy says, “I will throw in another 

00.” 

Mr. Dopp. So far that has not happened. I have a note of it 
though. 

Mr. Moore. I would think that would be indelibly impressed upon 
your mind. 

But I think that is what the chairman is talking about. 

Mr. Dopp. I think the Chair deserves a little bit of information. 
After all, gentlemen, we are building this office. We are not buying 
tomato products out here at all, because the area we serve, draws our 
tomato products from the East. It is a natural situation. But you 
may rest assured that I feel certain that had we been buying tomato 
products out here, we would have been offered that. deal of 750 free 
with 1,000. Also, I sagen add 700 to 1,000 is a little unusual in the 
trade for free goods. But I can’t criticize that. I think we are of- 
fered our share of whatever is legitimate. 

Mr. Roosevett. Your company decided to establish an office out 
here. Would I be wrong in assuming that the reason you established 
an office out here was that the so-called California Street operation 
had become sufficiently important in establishing price that if you 
were to know the going prices, you must be here? 
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Mr. Dopp. Mr. Roosevelt, our company was growing up. The State 
of California was becoming more and more important, as has been 
testified here. About the same time we put out a field buyer of pro- 
duce—his duty was to travel around through Florida and other 
Eastern States. And we felt this was of much importance—yes, I had 
a part in setting up this office. I felt it was of such importance it 
would be worth while to have someone out here to represent us in this 
great segment of the country—Washington, Oregon, and California 
and the West. The other larger chains felt it was worth while. So 
we don’t mind copying success. They had buyers out here. Yes, we 
wanted to come close to the source of supply and get ourselves in posi- 
tion to have a firsthand knowledge of markets. You would have to 
say our company just grew up. 

r. Roosevert. May I ask you your opinion? In your opinion, 
would it me unrealistic of the committee to assume that the prices 
established in this California market were a very important, if not the 
most important, factor in setting those prices ? 

Mr. Dopp. I couldn’t say that ever; certainly not, sir. 

Mr. Roosrverr. How important would you evaluate them as an 
individual ? 

Mr. Dopp. Well, frankly, I stated I had only been here for a period 
of 4 months. Therefore, I don’t think I am qualified to answer. 

Mr. Roosevett. You pretty well studied it before you came out here, 
didn’t you? This was not just a blind thing. You had established it 
in the Florida area, and now it was important out here. With the 
volume of the business in these commodities done out here, the per- 
centage of the total, isn’t it true, therefore, that the reason you came 
out here that the California market and the prices established here 
did have tremendous influence? 

Mr. Dopp. Restate that please. I was trying to answer something 
for my attorney. 

Mr. Roosevett. All right, sir. In view of the large percentage of 
the total production of many of these items which you buy out here 
being made available in this market, wouldn’t it be reasonable to say, 
therefore, that this market and the establishment of this market 
through the purchasing that is done here is a very important factor in 
the overall price structure of those particular products ? 

Mr. Dopp. We wanted to convince ourselves we were buying on the 
right basis and a competitive basis with everybody else in the indus- 
try. 
“Mir, Roosevett. And you felt you had to come out here? 

Mr. Dopp. I wouldn’t say we had to. We wanted to know. 

Mr. Roosrvett. Thank you. 

Mr. MacIntyre. Now, by way of illustration, Mr. Dodd, I would 
like to call your attention to the purchases of yellow cling peaches you 
made during the first half of this year from Felice. Until April you 
paid what, $5.40 for choice ? 

Mr. Dopp. Yes; we paid $5.40. 

Mr. MacIntyre. And thereafter you paid $5.20? 

Mr. Dopp. In June. Well, now, you are starting back with the be- 
ginning of July? We paid $5.10, according to this record in July, 
$5.10 in August, then $5.40 in September, and this price continued 
on until June, we paid $5.20. 
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Mr. MacInryre. $5.20 this year, until June of this year. 

Mr. Dopp. In June we bought at $5.20 from four packers. 

Mr. MacIntyre. And that included Felice? 

Mr. Dopp. F. E. Booth, Felice, Harter Packing Co. and Hawaiian 
Pineapple Co. that halves were supplied. That was halves of choice 
grade. In choice slice, we shipped from Felice, Booth, Harter, Ha- 
waiian and Richmond Chase. 

Mr. MacIntyre. Some of those peaches from Felice perhaps went 
into your Cincinnati warehouse ? 

Mr. Dopp. I didn’t break it down. I would be happy to furnish 
that information to the committee. 

Mr. MacInryre. You have some notes to your tabulation there, in- 
dicating that the Cincinnati warehouse was involved in these pur- 
chases. I believe it is on your last sheet. This sheet concerns a mat- 
ter of Del Monte items, Hunt and Stokely, on this sheet. 

Mr. Dopp. There is no indication that it concerned Cincinnati. 
However, it could possibly have been. 

Mr. MacIntyre. The peaches you bought went to all of your di- 
visions ? 

Mr. Dopp. I would have to see on that particular brand, Mr. Mac- 
Intyre. 

Mr. MacIntyre. But you buy for your Cincinnati warehouse ? 

Mr. Dopp. Certainly. But the Cincinnati warehouse does not han- 
dle all of our private label items. And I would have to search the 
records and see. 

Mr. MacInryre. In that connection, Mr. Chairman, I want to call 
attention to the fact that we have an affidavit here from the Jansen Co., 
a wholesale grocery house in Cincinnati, Ohio, that in April of this 
year they bought yellow cling peaches in carlots and paid Felice $5.60 
for them, or 20 cents a case more than Mr. Dodd paid Felice for the 
Colonial Stores. 

Mr. Roosevett. Advertised brand ? 

Mr. MacIntyre. That was the Felice brand, apparently. They 
couldn’t have used Mr. Dodd’s brand. So it carried another piece of 
paper on the can, instead of the Colonial Store paper. 

r. Roosrvett. But we don’t know specifically whether they were 
private label or Felice. 

Mr. MacIntyre. No,sir. But in any event, they were the same qual- 
ity peaches but carried a higher price to the small buyer. Also, I 
would like to call the committee’s attention to the fact that with Nor- 
folk being the principal headquarters of the Colonial Stores—and 
that is correct, isn’t it, Mr. Dodd ? 

Mr. Dopp. No, sir. Norfolk, Va., is the recognized office as a cor- 
poration, in that we are a Virginia corporation. That is the head- 
quarters as far as stock registration is concerned. But the executive 
offices are located in Atlanta, Ga., 2251 North Sylvan Road. 

Mr. MacIntyre. But Norfolk is one of the principal offices? 

Mr. Dopp. It isa regional headquarters. 

Mr. MacIntyre. I want to call attention to the fact that Colonial 
sold these yellow cling peaches, 214 size, in Norfolk, in July of last 
year at 31 cents a can, but by December the price was raised to 33 cents 
a can, in February it was raised to 35 cents a can, and according to 
the information the company gave us, it was 35 cents a can in Sep- 
tember of this year. 
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As to Raleigh, N.C., the price opened last year there in July at 
33 cents a can, in July of 1959 it was raised to 3314 cents a can and 
remained there until September, when it was dropped to 311% cents. 

In Atlanta, the headquarters of the company, it opened there at 33 
cents a can, was raised later to 37 cents a can, continued with some 
variations at 37 cents until July of this year. And today, according 
to the latest information the company gave us, it is 33 cents, the price 
at which it was selling in September of last year. 

That is correct, isn’t it, Mr. Dodd? 

Mr. Dopp. I certainly accept the records of my company. 

Mr. MacIntyre. I have nothing further of the witness. 

Mr. Roosevetr. Mr. Moore? 

Mr. Moore. I am sorry, Mr. Dodd, it was necessary to make a long- 
distance telephone call while you were testifying. I thank you for 
your indulgence here this last week, and hope you have learned more 
than we have. 

Mr. Dopp. I will be perfectly frank with you. I have picked up a 
couple of lulus. 

Mr. Roosevetr. Thank you, Mr. Dodd. You will stand excused 
from your subpena, sir. 

The committee will next hear from Mrs. Martin Encinger. Mrs. 
Encinger, will you come forward ? 

If I may swear you in, would you raise your right hand ? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mrs. Encrncer. I do. 

Mr. Roosevetr. Won’t you sit down, please ? 


TESTIMONY OF MRS. MARTIN ENCINGER, HOUSEWIFE, 
SAN FRANCISCO, CALIF. 


Mr. Roosevett. Mrs. Encinger, I understand you are, shall I say, 
a typical consumer ? 

Mrs. Encrncer. I hope so. 

Mr. Roosevett. You are a working mother here in San Francisco. 
Our information is that you are very conscious of prices of food, and 
that you do considerable shopping at chains as well as neighborhood 
grocery stores. But that you are representing just yourself and rep- 
resent no particular groups; is that correct ? 

Mrs. Encincer. That is correct. 

Mr. Rooseveitt. Would you care to comment to us in any way your 
experience. Iam informed first you have a little statement you would 
like to make to the committee. 

Mrs, Encrncer. Well, I was afraid 





as usual, you kind of forget 


when you get up here. So I did sit down and type something out. 

First of all, I would like to know why the prices are not uniform. 
Do our harvests differ that much throughout the United States? Is 
it so that when buyers are shopping around, or even when the farmers 
are heginning to put it in the ground, and so on, is there such a differ- 
ence that we don’t know immediately, or pretty close to it, what we 
are going to have? 
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In some of the little food stores I do business with, the corner stores, 
and the ones I have done business with in the past, they have had to 
sell because of competition of the large chainstores. They can’t af- 
ford to buy in large volumes in order to get the cut price that the 
wholesalers do. They have no storage space, and so in order to off- 
set that difference, they give credit and delivery service to bring in 
the customers. This I found out when I asked why I had to pay 22 
cents at my corner store for a can of tomatoes instead of 19 cents that 
I had bought at the supermarket. This is not a great difference, but 
under volume it is. 

I only buy the necessary foodstuffs at my corner store, like bread 
and milk or cookies when I run out, because on these items the prices 
are so different. 

And it comes as a shock to me to find it necessary pay the differ- 
ence of a price for a can of peas or a can of fruit that I had forgotten 
to get at the supermarket. And I sometimes find it—I question the 
difference of the low prices in the supermarkets—like you go in, you 
get anad. You pick up your paper every Thursday—that is the ‘big 
ad day here in San Francisco for all your leading stores, be they chain 
or otherwise. The merchants in our neighborhood send out leaflets. 
And they advertise very special items. “And you go to your store. 
First you look up the special. I would like—we check our papers. 
We go into the store and check the specials. And it is not too sur- 
prising sometimes to find that the stack of specials are not really the 
specials. We can go and maybe in a different label find a good cling 
peach or good peas at a lower price on the shelf, not even called to 
the attention of the shopper. And we check the weight. And we 
figure for the difference in price we will try it. And too often it is 
just as good as the one that was advertised. 

So, we have often argued over the point, but we feel we are handi- 
capped. We can’t be our own self-appointed committee and go out 
and do anything about it. So we are just local city people that have 
to take what we are offered. 

I did make some—pick up the different cans on my shelf, and I 
find there was a difference in quite a few of the things we had bought. 
They are all marked. And right now I notice in one of our chainstores 
they have peaches for sale for—four cans for 89 cents, and in the 
summer they were four for $1. And they were the same brand of 
peaches. 

I question—you know—during harvest period, it seems to me that 
actually prices should be cheaper. And actually they are not. And 
truly, as I said—like all big businesses, you know what you are working 
with when you start almost. I mean supposedly we had a great peach 
loss last year, if I recall. Yet in all this year, the peaches were 
cheaper. And right now they are cheap. And if we had a great loss, 
I was expecting them to go high. So I have a few extra on my shelf 
at home. And so far I see no increase. 

Mr. Roosrvet. Mrs. Encinger, I don’t know whether you have 
been present at the hearings, but it has been testified during the hear- 
ings that a nationally advertised brand of a given canned product 
usually sells 2 or 3 cents higher than the so-called private label brand 
of, let’s say, Safeway. Have you noticed that that is true? That 
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something like Del Monte—a Del Mone product is 2 or 3 cents higher 
than the Safeway product ? 

Mrs. Encrncer. No; in that particular thing I can’t truthfully say 
I have noticed a difference. I always have considered it the difference 
being quality. And it doesn’t happen to be the case. 

Mr. Roosevetr. If you were salihale told and presented with evi- 
dence that there was no difference in quality, and the only difference 
was in the advertising, or the cost of getting it onto that shelf one way 
or another, you would be quite astounded and think maybe you had 
been put upon a little bit ? 

Mrs. Enctncer. Yes, I would. And as your taste is supposed to 
be your judge—as I said before, when you open the cans and you serve 
it, it is quite often there is no difference. The taste is the same, the 
sugar content is the same. 

Mr. Roosreveur. Of course, our testimony is that there is no differ- 
ence. So that is probably the reason that is so. 

However, just human psychology, good advertising might kind of 
make you hope or believe there was a difference, and it is possible 
that a few people have been fooled into thinking there is a difference. 

Mrs. Encincer. I would say that; yes. 

Mr. Roosrvett. Would you say it is rather unusual that in the 
accounts of these hearings that this matter has never been publicly 
mentioned in a single newspaper account that I have been able to 
read ? 

Mrs. Enctncer. That I would be very surprised, and I would say 
it is true. 

Mr. Roosrvetr. Wouldn’t you think it was part of a public duty 
of a good reporting firm, even though they received large advertising 
revenues, to bring this fact out before the public as a part of the 
public duty of the press? 

Mrs. Encrncer. Yes. I think statements should be true, because 
here is the thing: We are supposed to be a free country, free speech, 
and what we state is supposed to be the truth. And if a firm goes to 
a lot of trouble to advertise, and they do not tell the truth, or let’s say 
they quietly tell a fact that is true, but do not tell the whole truth, 
what have you got? You really do not have true advertising. 

Mr. Roosrevetr. Have you happened to notice in your neighbor- 
hood—and I don’t know exactly where you live—has the character of 
your ability to purchase changed, inasmuch as the little stores have 
pretty much begun to disappear from the area, and you had to rely 
more and more on the chainstore ? 

Mrs. Encrncer. Yes; this is quite true. Because the store nearest 
me at the corner is very small, they can’t take in all products, they do 
not have the room for it. And there are quite a number of empty 
stores where there used to be small grocers. 

Mr. Roosrvett. But you do have a choice today in your area of 
several chainstores from which to buy ? 

Mrs. Encrncer. Oh, yes. 

Mr. Roosevett. So that, as of today in your area, you certainly 
couldn’t complain there was not competition. Or do you find that 
the prices are very uniform between them ? 

rs. Enctncer. No; they are not too uniform. The supermarkets 
and the big chainstore—I don’t know if the supermarkets are together 
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and have buying power—but their prices are pretty much the same. 
It is the little guy at the corner, where I dash to if I run out of some- 
thing, is where I notice the difference. 

Mr. Roosevetr. Mrs. Encinger, if I could show you, as a consumer, 
that there was a tendency in certain areas of the country to, instead 
of having two or three or four chainstores to buy from, limit it more 
and more to one or two, would you begin to be worried that maybe 
you eventually would come to the point where you would have to buy 
where the only store was? 

Mrs. Enctncer. Yes; I would be very worried, for the same reason 
that not only would everything be in the hands of a few, but I would 
have to go so far, possibly. And in the past years, when my children 
were younger, and I had to take care of them, and had no way of 
transportation, I would have been at their mercy. 

Mr. Roosrvett. They would have you at their mercy ? 

Mrs. Encrncer. Yes. 

Mr. Roosrvetr. Would you, therefore, not think that if we could 
show that this was a tendency, a growing tendency in certain areas of 
the country, that those of you like yourself, and in the area where I 
come from, in Los Angeles, where we do unquestionably have strong 
competitive factors today, that we better wake up and find out at what 
point we make sure that competitive factors are not removed ? 

Mrs. Encrncer. I think so, sir. 

Mr. Roosrvett. Mr. Moore ? 

Mr. Moorr. Mr. Chairman, I have no questions, other than to say 
to the witness that I appreciate your taking the time out of your 
schedule to come here and talk to us and give us your thoughts as a 
consumer. [appreciate it very much. 

Mrs. Encrncer. Well, I hope it has been a help. 

Mr. Roosrvetr. Thank you, Mrs. Encinger, we appreciate very much 
your coming before the committee. If you have any further thoughts 
and want to communicate with us, don’t hesitate to do so. 

Mr. Adkins, I don’t want to impose on you. It isnow 12:25. Would 
you rather we tried in the next half hour to finish up ? 

Mr. Apxrns. I will leave it to you gentlemen. 

Mr. Roosrveur. Allright. We will continue, then. 

Mr. Adkins, you are under subpena, so we will not swear you again. 
But you are accompanied by counsel. Do you want to identify your- 
self? 

Mr. Srrusse. John Strubbe, general attorney for the Kroger Co. 

Mr. Rooseveir. My impression is that you will just advise, and not 
act as a witness. 

Mr. Srrusse. That is correct. 

Mr. Roosrvetr. Mr. MacIntyre, do you want to proceed ? 

Mr. MacIntyre. Mr. Chairman, I would like to suggest at the out- 
set that my examination of this witness will be very limited. I would 
want the committee to rest largely upon the documentary evidence 
that we have from the company, both in the form of its correspondence 
from this witness and with the pricing data that the company has 
submitted. 

I would also not only ask that the correspondence be received, for 
the committee’s files, but that the letters it submitted in response to 
your letter of August 27, one of which we just received this morning 
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under date of November 10, be received as a part of this witness’ testi- 
mony in explaining who are the buyers and their functions for the 
Kroger Co. 

And I also in that connection would ask that flow chart data which 

ras submitted to us on November 5, in response to your letter of Octo- 
ber 19, be received for part of the printed record—the printed ap- 
pendix to the record of these proceedings, as I have asked regarding 
similar data for each of the other buyers. 

Mr. Roosrvetr. Subject to the same agreement previously entered 
into, it will be so ordered. And the first matter presented will be 
without objection, accepted by the committee. 


TESTIMONY OF A. W. ADKINS, THE KROGER CO., SAN FRANCISCO, 
CALIF., ACCOMPANIED BY JOHN W. STRUBBE, GENERAL COUNSEL, 
KROGER CO., CINCINNATI, OHIO 


Mr. MacIntyre. I have noted in the flow chart data that in the case 
of purchases of yellow cling peaches, as well as the other products 
covered there, the situation is about as with the other witnesses and 
the other concerns—that is, that the prices were lower on the private 
labels of Kroger and Avondale when sales were made to Kroger under 
those brands than on comparable grades under the seller’s brand. 
That is correct, is it not, Mr. Adkins? 

Mr. Apxins. If you are talking about our prices as a published 
list that the packer put out ; that is correct. 

Mr. MacIntyre. And it is substantially lower? 

Mr. Apxrns. It varies. It is lower. 

Mr. MacIntyre. Well, as much as $1.20 a case in a great many 
instances ? 

Mr. Apxrns. Are you talking about advertised brand versus pri- 
vate label? Advertised brand versus private label; is that correct? 

Mr. MacIntyre. On the same quality peach, choice quality ? 

Mr. Apxrns. I would say that is correct. 

Mr. MacIntyre. And that is not the case with respect to just one 
canner from whom you buy, but you have been able to get that large 
a differential from quite a number of canners ? 

Mr. Apxrins. That is right. 

Mr. MacIntyre. And they are all shown by your flow chart data 
and pricing data that you and your counsel have submitted to us? 

Mr. Apvxins. That is right. We do business with 17 peach packers. 

Mr. MacInryre. And you have not bought from any of them unless 
you felt that you were getting the lowest possible prices for your com- 
pany under the private label brands? 

Mr. Anxrns. I think that is correct. 

Mr. MacIntyre. You have endeavored in carrying out your duties 
to do that? 

Mr. Apxtns. That is right. 

Mr. MacIntyre. Now, what were you paying for—Kroger has a 
choice brand 

Mr. Apxins. That is right, sir. 

Mr. MacIntyre. Sliced and halves in the first half of this year? 

Mr. Apxrns. You say the first half of this year. You mean Janu- 
ary to when ? 
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Mr. MacIntyre. From January through May ? 

Mr. Apxrns. January through May, on choice, $5.40. Or Janu- 
ary upto May. January up to May 1. 

Ir. MacInryre. And according to the data that you have sub- 
mitted to the committee, or your company has, its retail prices on 
Kroger sliced was 35 cents a can, through August of this year; isn’t 
that correct ? 

Mr. Apxins. What city are you talking about, sir ? 

Mr. MacIntyre. Birmingham, Ala. 

Mr. Apkins. What was your question again ? 

Mr. MacInryre. Will you repeat the question to the witness ? 

(The last question, as recorded, was read by the reporter.) 

Mr. MacIntyre. In Birmingham, Ala. 

Mr. Apxrins. That is correct. 

Mr. MacIntyre. And that adds up to $8.40 a case for 214 size? 

Mr. Apxrns. I have not multiplied it out, sir. 

Mr. MacInryre. You were paying $5.40 for that, that is a $3 mark- 
up. And we had testimony earlier this week the farmers got $1.25 
a case for those peaches. 

Mr. Apxrns. I would like to point out—you gave me that differ- 
ential. We have approximately 87 to 90 cents a case shipping freight 
into Birmingham, so it is not all f.o.b. coast price and your profit 
from here. 

Mr. MacIntyre. Even after you get it to the store, you have a 
markup of over $2 a case on that, at 35 cents. And that is one and 
one-half times what the farmer got for his peaches out here, accord- 
ing to the testimony before the committee. 

Now, turning to the price data that you submitted to the committee 
with a to your sales in Little Rock, Ark., on Kroger 214 size— 
that is choice grade—sliced and halves, you opened there in July of 
last year at 33 cents a can, but through September of this year, you 
had gone up to 33.3 cents per can; is that correct ? 

Mr. Apxrns. That is what our records show, sir. 

Mr. MacIntyre. So the lower prices that you were able to get 
through your buying on California Street from these canners were 
not reflected in the prices at which you were making your sales. Isn’t 
that correct ? 

Mr. Apxrns. Well, I don’t know exactly what you mean by lower 
— In other words, here we have—you are talking about what, 

irmingham? Birmingham and Little Rock—they were approxi- 
mately the same price, except Birmingham did charge 35 cents after 
a third of the year. So as far as the market is concerned in 1958, it 
started out at $2.55 for choice. Within 15 days it went up 15 cents a 
= to $2.70, and stayed there all the way through until the first of 

fay. 

Mr. MacIntyre. But referring to Little Rock—I know you are not 
in the sales department, so probably you don’t know about the com- 
petitive conditions there. But we checked into them a little bit and 
we found that Kroger and one other chainstore have more than 75 
percent of all the retail foods sales in that city. In your opinion, then, 
could that be one of the factors that permitted Kroger to raise the 
— there, and keep it higher than it was earlier, when you were 

uying peaches lower here? 
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Mr. Apxtns. I have no idea how the Little Rock market is or what 
percent of the business we do, sir, or who the competitors are in there. 

Mr. MacIntyre. You can’t answer those questions ? 

Mr. Apxrns. I cannot. In fact, I have never been in Little Rock. 
{ Laughter. | 

Mr. Roosrevett. Mr. Adkins, even though you don’t know much 
about it at firsthand, I think you are interested enough in the general 
welfare of the business to follow the natural interests of the commit- 
tee, because certainly it is going to affect you and your company. 

Would you agree as the previous witness agreed that the general 
idea of monopoly is something we shouldn’t have? 

Mr. Apxrns. I agree with that development. I am against it, def- 
initely against it. 

Mr. Roosrverr. And you would be in favor of making certain that 
at whatever point monopoly is adjudged to be monopoly—and that 
becomes a question of judgment—that something definitely should be 
done about it ? 

Mr. Apxrns. I think that is true, sir. 

Mr. Roosrtveur. Would you also agree that there is inevitably prob- 
lems of that nature in a business of the size and importance of the one 
that you are in—and I would like to emphasize at this point that we 
have been dealing with a rather small part of the industry, the canning 
part of it—as I am sure those in the industry realize. We are going 
to Denver on Monday to talk about a part that is equally important, 
the meat end of it. 

Would you agree that there is always the possibility that unfair 
trade practices, as we generally term them, can creep into this kind 
of an operation, and that they certainly deserve study, not only on 
the part of ourselves, but on the part of you who are in it, the man- 
agement of your companies, in particular, as to what kind of machin- 
ery, if any, can be set up to eliminate these alleged and sometimes 
perhaps admitted unfair trade practices. And I would emphasize 
that we would like to issue through you and to all other companies 
a general invitation to discuss with this committee, as certain other 
industries have discussed it, what machinery might possibly be con- 
sidered to eliminate to the greatest degree, (1) the possibility of even- 
tual monopolistic situations, and (2) the elimination of unfair prac- 
tices that may creep in for competitive reasons, and understandably 
creep in. 

I nea do that because I think that when you recognize that there 
is in California such things in the grower-processor arrangement, these 
so-called marketing acts, that there are agricultural Federal marketing 
orders that are in existence for some products—that eventually the 
distributor who is getting more and more into some of the other fields, 
is going to be drawn into this picture. And that rather than have at 
some point somebody say, “Well, this is just too complicated and too 
difficult, let’s have the Government take it over, let’s have the Govern- 
ment tell them what to do”—it seems to me if you will do something 
about it now, at this stage of the game, and cooperate with the com- 
mittee—not only our committee, but other committees of the Con- 
gress—in working out the machinery which will prevent that Gov- 
ernment takeover, that we will be doing a tremendous service to our 
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country and maintaining a competitive, free-enterprise system. If we 
don’t do it, we are going to end up with something close to the thing 
we are supposed to be pretty much worried about today, the totalitarian 
form of doing business. I think it is a challenge to every single in- 
dustry, but particularly the great food industry, to get on the ball 
and come in and work with us, just as much as we want to work with 
them, believe me. 

I want to thank you for your coming before the committee, and I 
am sorry we had to take you last, but somebody has to be last. We look 
forward to talking with you and working with you in the future. 
Thank you very much. 

You are excused from your subpena. 

Mr. Apxrns. Thank you. 

Mr. Roosevett. The committee’s hearings having come to a con- 
clusion in San Francisco, we would like to express our appreciation 
to those who have helped us make the arrangements in the courtroom 
here and to all those who have given the committee such splendid 
cooperation. 

The committee will stand adjourned to meet in Denver, Colo., on 
Monday morning at 10 o’clock. 

(Whereupon, at 12:35 p.m., the subcommittee recessed, to reconvene 
at 10 a.m., Monday, November 16, 1959, in Denver, Colo. ) 
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